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Business Highlights: The Cycle Again? 


Disappointing statistics on the sales rate, employment, per- 
sonal income, and anticipated capital-goods outlays have 
left businessmen increasingly bearish in their outlook toward 
the general business scene. The Board’s analyst describes the 
“tug of war’ now in process between declining private 
activity and accelerating government efforts to erect bul- 
warks against recession. How current trends parallel those in 
previous business cycles, and how they reflect a possibly 
new environment for the economy as a whole, are also 
discussed...... A leneey he Apa tose mle tersnefeheistera ers -.page 1 


Capital Appropriations: Another Modest 
Setback 


Capital appropriations of the 1,000 leading manufacturing 
companies declined in the second quarter, both on a sea- 
sonally adjusted basis and in comparison with year-ago 
rates. Despite the appropriations decline, however, capital 
spending continued to rise, and only a modest drop in 
spending seems likely in the near future. This seventeenth 
report in the Board's continuing series, sponsored by News- 
week, analyzes the 1958-1960 course of capital approvals 
and expenditures, comparing it with trends in the 1954— 
1957 appropriations cycle.... ...page 5 


Canadian Economic Policy—A Reappraisal 


Is the Canadian economy unhealthily dependent on inflows 
of foreign investment capital, particularly from the United 
States? Much discussion has been generated by this question 
and the related theme of the current-accounts deficit that has 
marked Canada’s balance of international payments for the 
past decade. The controversy has led many observers to 
believe that a general reappraisal of the principles of 
Canadian economic policy is appropriate at this time. Thus 
the Board’s Montreal office is preparing a series of articles 
to consider some of the current difficulties facing Canada in 
the economic sphere. The first of this series, concerning 
“Foreign Investment and the Balance of Payments,’ appears 
sah aie tanfoy Oy el wras cai s\teigenal erttometaceile ee page 18 


Prospects for Capital Outlays 


Capital spending is expected to level off late in 1960. 
Expenditures for new plant and equipment are estimated at 
$36.4 billion for the year, exceeding their 1959 total but 
2% below the record level of 1957. The present article 
views the current performance and short-term prospects for 
capital investment in terms of leading business indicators and 


parallels with earlier postwar cycles. Relationships between Bucinecs Boolchelt pages 34, 39 

capital spending and its determinants are measured by 2 2 2 2 ees. 

means of correlation equations........++-.++-- page 26 Mergers and Acquisitions............. Pp 
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Capital Appropriations for Foreign 
Operations 


Capital approvals for foreign operations of Americant 
facturers were 20% above their year-earlier level 
first half of 1960. This first report in a new Board sey 
appropriations for foreign operations, under the spony 
of Newsweek magazine, surveys the first-half performe 
foreign approvals and expenditures, relating it to de 
trends during the same period..........+.+- Pa 


Consumer Markets: Reading, Writing and! 
Retailing 


The rising educational level of the consumer is expec 
exert a significant influence on the market place in the: 
of the present decade. Better-educated families have 
found to show substantially different purchasing pr 
from those of families with less schooling. This article 

the relationship between the educational level of ¢ 

sumer and his demand for particular products and sé 
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Selected Market Statistics........ 


Management of New-product Developm 
this month’s Survey of Business Oj 
and Experience 


A good system of coordination is needed to devele 
products efficiently, according to most of the 159 me 
turing firms participating in this month's survey. Whill: 
respondents favor divisional decentralization in their 
agement of new-product work, others place primary 1 
sibility at the corporate level. The use of one om 
coordinating committees is also widespread among su: 
companies. Other organizational policies and proble= 
regard to new-product development are discussed! 
article beginning/ions ities sts aeuie ls betele 6 2 et ee 


Letdown Spreads in Metalworking Appri 


The year-and-a-half advance in metalworking capi 
propriations came fo an end in the first quarter of 1! 
second-quarter cutback in authorizations confirmed 
indicated by the previous decline. This report, nint 
Board’s continuing series sponsored by Iron Age, 
approval patterns for the first half of 1960, compara 
with the 1957-1958 downturn, and suggests the 
that may influence the future course of metalworking - 
PIIGHONS srsvetetavele.syehsiereusttene « 9fe «0.Ja\0 ole sieiafole enna 
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Business Highlights 


THE CYCLE AGAIN? 


Slipping demand for final product has focused attention on inventory policy 


statistics in the summer and early fall has been 
disappointing, and the mood of businessmen is 
something less than jubilant. 

In July and August, the rate of retail trade fell nota- 
bly below the level prevailing in the second quarter. 
The bulk of the decline was localized in the automobile 
market, where the selling rate fell from about 6.8 million 
a year to only slightly better than 6 million. It is alto- 
gether possible that Tak ConFERENCE Boarp’s seasonal 
adjustment calculation (which yields results consistent 
with the findings of most other agencies dealing with 
automobile figures), materially overstates the decline in 
the selling rate. The downturn in the sales rate was 
concentrated among credit buyers—those economy- 
minded buyers who usually wait until late in the model 
year to take advantage of the usual price reductions. It 


[: IS HARDLY a secret that the trend of business 


“may well be that in 1960 this kind of buyer entered the 


market earlier than usual, having been tempted to 
exercise his economy instinct on the compact cars 
abundantly available this year for the first time. 

To the extent that this mechanism has been operating 
in the automobile market, the seasonal factors -devel- 
oped from prior years are inaccurate; the true adjusted 
selling rate for the first half might thus be somewhat 
below 6.8 million, and the summer selling rate might be 


‘somewhat higher than 6 million. But technical explana- 


tions are no substitute for sales, and in any event they 

leave automobile inventories suspended over a sales 

rate lower than Detroit had been anticipating. 
Outside of automobiles, retail trade volume has been 


well maintained in soft goods, but spotty in appliances 
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and home furnishings, and the recent crop of surveys of 
consumer spending plans does not point to any short-run 
improvement. 

Partly owing to the uncertainty created in Detroit by 
the drop in the automobile sales rate, steel buying has 
also been a disappointment. And because the movement 
of steel and steel components has been slow, freight car- 
loadings have been performing poorly. Partly as a reflec- 
tion of lack of interest in inventories of steel and other 
hard goods, mild inventory liquidation has made its 
appearance in the manufacturing sector as a whole. 
Accompanying the liquidation has been a considerable 
runoff of business loans during the summer, at a very 
rapid rate in metals and metal-products lines, but also 
in fuels, chemicals and rubber, and in wholesale and 
retail trade. 


Decline in Employment 


In July and August, the statistics on the state of the 
labor market turned mildly unfavorable, after several 
months of stability. Total nonfarm employment, ad- 
justed for seasonal fluctuation, was stable in July, and 
declined about 100,000 in August. The decline was 
composed of a reduction of 150,000 in employment in 
manufacturing industries (marking an acceleration of 
a decline in progress since May) and offset by a modest 
rise in nonmanufacturing activities. Again, part of the 
decline may be owing to special circumstances, namely, 
earlier model changeover in the automobile industry, 
with its associated effects on production in supplying 


‘ industries. To the extent that this phenomenon ac- 


counted for some of the August decline in employment, 


Private Demand for Goods and Construction 
300 


RATIO SCALE . 


200 


100 


CONSUMER 
DURABLES 


30 


rately 


“*, | PRODUCERS 


20 


~~ 


x as 
ty yyw “tun > ws 


NONRESIDENTIAL 
CONSTRUCTION 


Ist 


1957 i958 1959 1960 
“ Estimated Billions of dollars; seasonally adjusted annual rates 
Sources: Department of Commerce; The Conference Board 


a compensating improvement should appear in the 
September figures, as automobile production ha: 
recovered. 

Other disquieting news on the employment fron 
included a pronounced rise in the seasonally adjustec 
rate of unemployment and a significant decline in th 
average workweek of production workers in manufac 
turing. The combined effect of all of these changes i 
employment was to bring the uptrend of persona 
income very nearly to a total halt in August. Judgin; 
from the behavior of the available weekly figures o1 
insured unemployment in late August and early Septem 
ber, the mild deterioration in the labor market ha: 
continued. 

While the trends in employment and income havs 
thus raised some questions about the consumption rat 
in the fall, recent news on the capital-goods scene ha: 
likewise not been’ encouraging. The survey of antici 
pated business outlays for plant and equipment releasec 
by government agencies in early September noted ; 
downward revision in expected spending in the thir 
quarter. Such changes in expectations have typicall; 
preceded the onset of a downtrend in actual spending 
and this possibility is not now rebutted by other avail 
able information on the state of the ‘capital-good 
market (such as machinery orders, machine tool orders 
and capital appropriations). 

The devotees of “leading indicators” also find thei 
measures turning increasingly bearish. Of the eigh 
sensitive indicators carried in the “Selected Busines 
Indicators”’ pages of The Business Record, a considerabl 
majority appear to have been in a general downtren: 
over the past nine months, although there is muc 
room for difference of opinion about their trend over th 
very short term. THE CONFERENCE Boarp’s diffusio) 
index, which summarizes the behavior of a dozen ind! 
cators, rose irregularly in the first half of 1960, bu 
declined considerably in July and August; the Board 
series on help-wanted advertising,! which is regular’) 
reported in the Desk Sheet, fell slightly further in Augusy 
after fully six months of consecutive decline. | 

| 
Government Activity Accelerates 

Behind this forefront of the news, government age 
cies have clearly been busy erecting bulwarks agains 
recession. It is probable that some of these bulwar. 
would be receiving more attention if the statistics we® 
more readily available, with shorter time lags. F' 
example, unofficial reports from Washington make ~ 
quite clear that the rate at which the Defense Depa 
ment is awarding contracts is emphatically higher tha 


1 Based on data compiled by B. K. Davis & Bro. Advertising Sey 
ice, Philadelphia 
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it was in the same months of 1959. These awards are, of 
course, reflected dimly in the Commerce Department’s 
new-orders series, and may account for some slowing in 
the decline of this series in July, but actual data on the 
awards themselves are available only through June, as 
of this writing. Similarly, award-letting has certainly 
increased outside the defense sector for a variety of 
purposes; some part of the increase is evidently reflected 
in the very high rate of heavy construction awards, as 
compiled by Engineering News-Record, and of street- 
-and-highway awards, as reported by the F. W. Dodge 
Corporation. 

In addition to this acceleration of government activ- 
ity, the Federal Reserve has been moving aggressively 
into a policy of monetary ease ever since about March. 
By late summer of 1960, net free reserves of Federal 
Reserve member banks had already reached about the 

level attained four months after the onset of the 1957- 
1958 recession; the discount rate had been reduced 
twice, reserve requirements lowered, and margin re- 
quirements reduced to 70%. 

Even assuming that cyclical recession is imminent or 
already here, the Administration and the Federal 
Reserve have clearly moved a great deal faster than 
they did in 1957 (as late as September, 1957, major 
curtailments in defense spending were announced; and 
the discount rate was actually raised as late as August, 
1957). Without reaching a conclusion on the question of 
whether recession itself is imminent, it is clear that 
declining tendencies in the private sector have already 
awakened government’s countercyclical responses. 


A Tug of War 


The tug of war between declining private activity and 
rising government activity that usually appears during 
a recession is thus already present. And as usual, the 
prize at stake is expectations—expectations of the busi- 
“Nessman with regard to future activity rates, and 
expectations of the consumer with regard to future em- 
ployment opportunities and income. A sudden deterio- 
ration in these expectations is one of the main charac- 
teristics of a business-cycle turning point, because it 
implies sharp changes in inventory policy and capital- 
goods spending plans in the business sector, and in the 

willingness to spend and borrow in the personal sector. 

In turn, the ebb and flow of business expectations can 
be observed fairly directly in the stock market, and a 
little less directly, but also significantly, in inventory 
policy. In fact, the single most pertinent question mark 
about the last four months of this year is the course of 
inventory demand. It is already too late to expect much 
Strength in capital-goods orders or deliveries in late 
1960: no very significant turnabout in the residential 
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building market can be expected in the winter in any 
event; retail sales (excluding autos) are an unlikely 
place to look for a sudden independent improvement; 
and auto sales themselves, while they may benefit from 
the important number of new models expected this fall, 
are hardly likely to boom in today’s atmosphere. 

The case for any pronounced upswing in the late 
months of the year thus has to rest on positive inventory 
demand, or, at a minimum, no liquidation of inventory. 
There are very few analysts indeed who would now 
argue that any improvement in business conditions is 
possible in late 1960 if inventory policy should proceed 
into general liquidation. A great deal of pressure has 
already been exerted on the business system by the 
decline in inventory demand from $11 billion (annual 
rate) early in the year to zero at mid-summer; it is 
hard to see how the present level of business activity 
could be maintained if inventory demand should now 
move into a significant negative range. 

Thus the pivot around which business conditions are 
now likely to turn is again inventories, as it was at mid- 
1957 and mid-1953. In this sense, the parallel with past 
cyclical patterns seems to hold. 


The New Environment? 


Whether or not the weakening of the business situa- 
tion during the summer represents the onset of reces- 
sion, a substantial majority of business economists now 
seem to subscribe to the proposition that in 1960 the 
American economy has moved into a new environment 
starkly distinguishable from the first dozen or so years 
of the postwar period. There is even much agreement 
on characteristics of this new environment, and it may 
be useful to list some of them here, even though many 
have been widely discussed in the business press. 

In the first place, the new environment seems to be 
“inflationless.”’ Raw-material prices have already weak- 
ened significantly, and finished-goods prices are having 
trouble holding their own. While price stability made a 
brief appearance in earlier postwar recessions, it has 
now appeared prior to recession, and across a broad 
front of commodities and services. The experience of 
businessmen and consumers alike with price stability is 
gradually dissipating the inflationary price expecta- 
tions characteristic of earlier postwar years. We are, 
perhaps, just beginning to get perspective on how im- 
portant a role inflationary price expectations played in 
shaping the character of the postwar era, and perhaps in 
determining the shape and duration of the recessions 
that occurred in that era, 

Associated with this alteration in price expectations is 
the abundance of available productive capacity domes- 


‘tically and the appearance of efficient productive 
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capacity abroad, where lower price levels prevail. This 
has resulted in greatly intensified competition in domes- 
tic markets. It may also have altered the response of 
general business to strikes. During the postwar era, the 
capacity available for the recoupment of strike losses 
was never very far above current demand, and inven- 
tory rebuilding after strikes tended to be drawn out 
over a long period. In the presence of today’s ample 
capacity, strike recoupment—not simply in steel, but in 
a large majority of industries—can be violently rapid, 
and leave a very long gap between the end of recoup- 
ment and the next labor-contract expiration date. 

The abundance of capacity has also brought capital 
assets themselves into intense competition with each 
other and is precipitating some reappraisal of their 
value. The behavior of stock prices in 1960 reflects this 
reappraisal, 


Spending for Consumer Goods 


Finally, the personal sector seems to have demon- 
strated over the past year a relative insensitivity to 
upward influences on the spending rate. While a large 
number of important consumer-goods markets have 
fared exceedingly well in 1960, several durable markets 
have behaved in a way that suggests not necessarily 
saturation, but a much reduced urgency in the demand 
for goods. At the same time, the rising vacancy rate in 
the housing market makes much the same point. 

An economy of abundance has thus finally and unmis- 
takably emerged out of the postwar economy of short- 
ages. This is by no means all bad, but its most pressing 
present significance is that in the new economy, the 
shape of the business cycle may be quite different from 
what it was. In these circumstances, it would seem 
prudent to withhold judgment about the possible shape 
and duration of any impending recession until more 


experience is available. 
AuBERT T. SOMMERS 


Division of Business Analysis 


Business Forecasts 


General 


Fred C. Scribner, Jr., Under Secretary of the Treasury 
(addressing the Joint Session of the Section on Corporation, 
Banking and Business Law of the American Bar Association 
annual meeting, August 30)—“. . . For the first time in 
twenty years the economy is moving along that desirable 
middle ground which avoids inflation on the one hand and 
deflation on the other. ... 

“For the 1960’s we need not only a stable currency but also 
a tax climate which will encourage our people to save and to 
make their savings available to assist in meeting plant and 
equipment requirements both at home and abroad. In the 
current fiscal year, it is estimated that the Federal Govern- 


ment will collect from individuals and businesses $99.3 billion 
Total federal taxes are equivalent to about one fifth of the 
gross national product of our economy or one quarter o! 
national income. The bulk of this sum represents sums col. 
lected to pay for the 1961 budgeted expenditures voted by the 
Congress. The balance consists of taxes collected to maintair 
the trust funds, through which the social security and highway 
construction programs are financed. 

“Tn our concern with the mounting federal tax burden we 
must not overlook developments on the state and municipa 
levels. Tax revenues of the fifty state governments hit a recorc 
high of $18 billion in fiscal 1960, up 14% from taxes collectec 
in the previous year. Taxes collected by the states have 
doubled since 1951. Local taxes were also at an all-time higl 
last year, totaling nearly $18.5 billion. While totals here seen 
small compared to federal collections, the annual rate o 
increase is substantial and steady... . 

“Economie prospects throughout the 1960’s as a whole ar 
most favorable, providing only that we continue to conduc 
our fiscal affairs responsibly. . . .” 


William F. Butler, vice-president, The Chase Manhatta1 
Bank (in a report given August 22)—“‘The present prospect i 
that business should pick up moderately after. Labor Day 
Steel operations should move higher. Auto output will run at : 
high rate as inventories of the 1961 models are amassed. Busi 
ness still plans to carry out capital-expenditure programs fo 
1960, which means a sustained high level of expenditures in 
this key area. 

“Thus 1960 will go down on the books as a: good year fo 
general business, though not a boom year. In some respects i 
will prove a disappointing year in that sales in many lines wil 
fall short of earlier expectations. Yet it will be a year of recor 
highs in production and employment without inflation—an 
that’s a considerable accomplishment. 

“At the same time, it now seems clear that the economy i 
approaching a downturn into the recession phase of the busi 
ness cycle. While the precise timing of the turning point cai 
be affected by decisions yet to be made by business an 
government, the downturn will probably come in early 1961 
However, it could come late this year if a move to cut capita 
expenditures and pare inventories in anticipation of a reces 
sion should gain sufficient momentum. 

“The present prospect is that the 1961 recession shoul 
prove to be generally comparable in intensity and duratio: 
with the three previous recessions. In some significant re 
spects, the economy is better situated to resist downwar 
pressures than was the case in 1957. However, it should b 
remembered that the postwar business cycle pattern has in 
volved a decline in industrial production of 10%-15% in th 
year immediately after the downward turning point, followe 
by three years of recovery and good business. . . .” 


Petrochemicals 


Federal Reserve Bank of Dallas Business Review (Septem 
ber)—“. . . There appears to be little question that th 
petrochemical industry in the United States has a brigh 
future, but most analysts are currently predicting a nationé 
annual growth rate of 7%-9% during the next several year: 
contrasted with an average of well over 10% in the last decad 
Part of the explanation for the anticipated lower future rat 
of growth of the industry is the current existence of substar 
tial overcapacity in several basic petrochemicals. Hig 

Continued on page 17] 
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Capital Appropriations: 


ANOTHER MODEST SETBACK 


ECOND-QUARTER capital appropriations of the 
S 1,000 leading manufacturing companies suffered 
another modest drop from earlier levels. New ap- 
provals were below the year-ago rate for the first time in 
six quarters. Coupled with a continued rise in expendi- 
tures, the decline in appropriations resulted in the first 
reduction in backlogs since the third quarter of 1958. 
But the backlogs built up in earlier quarters were far 
from depleted, and the level of backlogs at midyear was 
still well above the year-ago mark. 
_ This report is the seventeenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tue ConFeRENcE Boarp with the financial sponsor- 
ship of Newsweek.1 The numerical data in the present 
study are identical with those in the July, 1960, Busi- 
ness Record except for minor revisions in the first- 
quarter figures. 


First Year-to-year Decline 


The 602 companies furnishing appropriations data for 
the past ten quarters reported an 11% drop in second- 
quarter approvals compared with a year earlier. This 
was the first such decline after five successive quarters 
of advance. In contrast, capital spending was up 30% 
from the second quarter of 1959, the largest of four 
successive increases. 


A Seasonal Dip 


New appropriations in the second quarter of 1960 
were 38% below the first-quarter rate, one of the largest 
second-quarter drops in the past six years. In both the 
durables and nondurables sectors, the decline from the 
first quarter was only a few percentage points smaller 
than the largest such declines registered in previous 
years. 

_ The petroleum industry can be excluded from this 
quarter-to-quarter comparison because it typically shows 
a great drop from the first-quarter peak rate. After 
excluding petroleum, total appropriations still displayed 
a greater-than-average decline in the second quarter. 
On a seasonally adjusted basis, new appropriations 
fell moderately in the second quarter, the second-such 
decline following six successive quarters of advance. The 
drop was mainly centered in nondurables industries, al- 
though durables’ approvals also fell slightly. In the soft- 
goods sector, most of the decline was accounted for by 
the petroleum and chemical industries. 


1The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 
‘Survey, the techniques employed, and the major limitations surround- 


‘ing the results 
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Both durables and nondurables were down roughly 
20% from their previous respective peaks in seasonally 
adjusted new appropriations. But total appropriations, 


Percentage Changes in Approvals from First to Second 


Quarter 

1955 1956 1957 1958 1959 1960 
All manufacturing......... —16 —23 -—40 -—-35 —26 -—38 
Durables. kocserks en os 4 —11 —25 4 —-16 —23 
Nondurables.......... —32 -—-34 -—50 -—53 -—36 —48 

Excluding petroleum 
All manufacturing....... 6 -—13 —27 —10 — 7 —20 
Nondurables.......... 9 =18 —29° —28 15 —17 


while down more than 15% from the previous peak, 
were still about 50% higher than the trough rate of 
mid-1958. 


Backlog Build-up Reversed 


Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally adjusted expenditures 
and cancellations from adjusted appropriations. On this 
basis, backlogs dropped in the second quarter of 1960, 
the first decline since the third quarter of 1958. 

Backlogs in the durables industries declined for the 
second straight quarter. The two quarters of backlog 
depletion in this sector have used up only a fifth of the 
backlogs accumulated during the preceding five quar- 
ters. In nondurables, backlogs dropped for the first time 
since the final quarter of 1958. Here, too, the backlogs 
depleted thus far amount to only a fifth of the previous 
backlog build-up. It appears, therefore, that in both 
sectors considerable room remains for continued expan- 
sion of capital expenditures. 


Cancellations Up Slightly 


Seasonally adjusted cancellations rose slightly in the 
second quarter. Although somewhat above a year earlier, 
the cancellations rate was still well below the high rates 
of 1958. The second-quarter rise, mainly centered in the 
nondurables industries, was partially offset by a slight 
dip in durables cancellations. 


Profits Drop 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated (see chart). 


Seventeenth Quarterly Report 


Profits and Approvals Decline in Durables and Nondurables 


Durables 


APPROPRIATIONS 


200 


1955 1956 1957 1958 1959 1960 


Profits and new appropriations as a percentage of year-earlier levels 


Sources: Federal Trade Commission; Securities and Exchange Commission; The Conference Board 


Second-quarter profits were down significantly from the 
year-ago quarter, as were new appropriations. 

According to the Federal Trade Commission and the 
Securities and Exchange Commission, manufacturing 
profits in the second quarter of 1960 were down 16% 
from the peak presteel-strike level of a year earlier. In 
the first quarter, profits had been up 4% from a year 
ago; the second-quarter dip brought the total for the 
first half of this year 7% below the corresponding 1959 
period. Second-quarter profits declined from a year ago 
in both durables and nondurables industries, but the 
24% drop in durables was much sharper than the 6% fall 
in nondurables, reflecting the very favorable profits 
experience in the hard-goods sector during the second 
quarter of 1959. 

Profit margins in the second quarter of 1960 were 
also off sharply from a year earlier. Again, both durables 
and nondurables industries were down, with durables 


Net Profits, after Taxes, as Percentage of Sales 


1958 1959 1960 
I I ih I Il IV | iT 
All manufacturing....... SAW 3:85 5 4755) (4-6 A. 4-74 
Durables: . osc 50's ars 3:1.3:6, 4.8: 5.9) Al eA24:6 FAG 
Nondurables........ 3:8) AcOle. 4:70 Rone aN ta Omer 4 7 erae7. 


Sources: Federal Trade Commission; Securities and Exchange Commission 


suffering the greatest decline. The drop was very slight, 
however, compared with margins in the first quarter 
of 1960. 


Liquidity Declines 


Liquidity, as measured by the ratio of cash and fed- 
eral securities to current liabilities, was substantially 
lower at the end of the second quarter of 1960 than a 
year earlier. This constituted the third successive such 


Nondurables 


1955 1956 1957 1958 1959 1960 


decline. Liquidity has been falling in both the durabl 
and nondurables sectors, and by mid-1960 was we 
below even the mid-1958 level. 


Ratio of Cash and Government Securities to 
Current Liabilities 


1958 1959 1960 
if II | I tl IV | I 
All manufacturing....... 30,0 1209!) 2581.57) .57 057 Be oleeee 
Durables’... smsunstsere 51> .53 "57 155.) oven oe eee 
Nondurables........ 356° 57 > -60'**.60' (57-9 8904 eee 


Sources: Federal Trade Commission; Securities and Exchange Commission 


Approvals Down from 1959 


New appropriations in the second quarter were doy 
11% from the year-earlier quarter, the first such d 
crease after five successive increases. In the previot 
quarter, approvals had been 5% above the correspont 
ing 1959 rate. 

In the durables sector, new appropriations in the se 
ond quarter of 1960 fell 19% below the year-ago rat 
This was the second such drop after five quarters | 
advances and was slightly greater than the first-quart 
decline of 12%. The biggest cuts occurred in the m: 
chinery, motor vehicles and other transportation equij 
ment, and stone, clay and glass industries. Only thr 
industries—including nonferrous metals with a surpri 
ing 61% advance—registered gains during the secor 
quarter. 

New approvals in the nondurables sector were off 2 
from a year earlier, the first decline after five quarte 
of gains. Petroleum and textiles showed their first d 
clines, and food and miscellaneous nondurables co: 
tinued earlier drops. The paper and rubber industri 
continued to advance over year-ago approvals level 
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though with smaller advances than in previous quar- 
ters, and the chemicals industry, after four quarters of 
powerful upsurge, just matched its year-ago rate in the 
second quarter. 


Durables Off, Nondurables Up in First Half 


New appropriations in the first half of 1960 were 2% 
below the first-half-1959 rate. Durables were off 15%, 
with most of the decline occurring in steel and motor 
vehicles. Increases ranging up to 12% were posted in the 
electrical machinery, transportation equipment other 
than motor vehicles, fabricated metals, and instruments 
industries. Total new approvals in the nondurables 
industries were 11% above the first half of 1959, with 
only food and miscellaneous nondurables registering a 
decline. Petroleum was up 6%; other nondurables indus- 
tries had substantially greater gains, ranging from 17% 
to 31%. 


Diffusion Declines 


The 602 companies reporting appropriations for the 
past ten quarters have been classified into three cate- 
gories: firms with higher appropriations than a year 
earlier, those with decreases, and those reporting no 
change. Each firm is counted as one unit, without regard 
to the size of its appropriations. 

Forty-four per cent of the companies reported higher 
appropriations in the second quarter of 1960 than in the 
year-ago quarter. Thus, for the first time since the 
second quarter of 1958, a majority of companies had a 
year-to-year drop in new approvals. The percentage of 
firms reporting gains has been decreasing for four con- 
secutive quarters: from the high of 67% in the second 


Spending Diffusion Follows Backlogs 


SPENDING 
—_| 


% 
-% 
s 


1956 1957 1958 1959 1960 


_ Percentage of companies reporting higher backlogs and spending compared with year-ago 
quarter 

Based upon 507 reporting companies in 1955-1958 and 602 companies in 1958-1960 
Source: The Conference Board 
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quarter of 1959, it fell to 52% in the first quarter of 1960, 
and then to 44% in the second quarter. 

The diffusion dropped in both durables and nondur- 
ables. In durables, 41% registered gains in the second 
quarter, as compared with 52% in the first quarter. In 
nondurables, 45% showed gains in the second quarter, in 
contrast to 53% in the first. The decline in the appro- 


Percentage of Companies with Higher and Lower 


Appropriations 
1'59 HMSO eT 595» IV'SO 1'60 Il *60 
1'58 W'Ss8 =il'58 = «IV''58 1'59 1 '59 
All manufacturing 
Higher’.?.0....tonch ene 63 67 61 58 52 44 
LOWer es ac sto saresrstae 33 28 33 38 44 52 
No change.......... 3 5 6 4 & 5 
Durables 
Higher iso. 2... es 65 70 62 57 ‘52 4l 
Lowen’ siasvinvueseserne 33 25 32 39 45 54 
No change. «2... 0:0 3 5) 7 3 3 6 
Nondurables 
Higher scrcc greet. yee 61 62 59 59 S39 45 
Lowetitemrte tics anv crete 35 33 36 37 43 50 
Noichangeé Ha w.ciucsies 4 5 5 3 4 5 


priations diffusion has progressed steadily in both sec- 
tors since the second quarter of 1959, and in both the 
number reporting gains fell below 50% for the first time 
in the second quarter of 1960. 


Spending Diffusion Dips 


The diffusion of spending registered its first decline in 
the second quarter of 1960, although a substantial 
majority of firms were still spending more than they had 
a year earlier. From a peak level of 64% reached in the 
first quarter of 1960, the proportion of firms reporting 
year-to-year spending gains dipped to 61% in the second 
quarter. This slight decline, in which both durables and 
nondurables companies participated, followed by three 
quarters the first decline in the appropriations diffusion. 


Backlogs Still High 


Backlogs at the end of the second quarter of 1960 
were 11% above their year-earlier level, the fifth succes- 
sive such rise. The rise was smaller, however, than the 
23% gain posted in the first quarter. In durables, back- 
logs were only 4% higher than a year earlier; in the 
preceding quarter, they had risen 15% above the year- 
ago level. In nondurables, the gain was 21%. 


Percentage Changes in Outstanding Appropriations 


1'59 I '59 IN'59 ~=—«IV'59 1'60 11 '60 
1'58 i '58 11'S8 = «IV '58 1'59 11 ‘59 
All manufacturing..... — 6 10 20 32 23 11 
DurablesS jcc = eraee 5 17 22 32 15 4 
Nondurables...... —18 1 18 32 34 21 


Four industries—nonelectrical machinery, motor ve- 
hicles, food, and miscellaneous nondurables—reported 
lower backlogs than a year earlier. These industries also 
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reported lower first-half approvals than a year ago. Both 
nonferrous metals and fabricated metals, which had 
reported backlog losses in the first quarter, showed gains 
in the second quarter owing to sizable second-quarter 
advances in new approvals. The largest year-to-year 
gain in backlogs—96%—was posted by the rubber 
industry. Other large gains were in textiles (50%), 
chemicals (42%), and instruments (36%). 
Second-quarter-1960 backlogs were still substantially 
above their level two years earlier, when appropriations 
reached their cyclical trough. In both durables and non- 
durables, backlogs rose 22% in this two-year period. 
Only three industries—nonferrous metals, motor vehi- 


Percentage of Companies with Higher and Lower Backlogs 


1'59 "W'59 «N59 sIV '59 1'60 11 '60 
1'58 1 '58 H1'S8 =1V'58 1'59 11 '59 
All manufacturing 
Figheta. meas able sie 50 58 a7 59 57 51 
Lowers toe Seursa ss 45 36 38 34 38 43 
No change.......... 6 5 6 7 6 6 
Durables 
Higher e's. sient ai 52 60 58 59 yf 50 
LOWER as siass horetoeaas 42 34 36 32 37 43 
No change.......... 6 6 6 8 6 7 
Nondurables 
Higher ects mcteshies nee 47 57, 55 58 56 a3 
LOWern ioc sie sauteed 47 39 40 36 39 43 
No changes. i jean dens 6 3 2S 6 5 4 


cles, and miscellaneous nondurables—were below the 
1958 backlog level. Spectacular gains were registered in 
textiles (275%), rubber (157%), miscellaneous durables 
(135%), and stone, clay and glass (85%). 

Further perspective on backlogs is gained when the 
602 companies are counted as individual units. In the 
second quarter of 1960, backlog gains from a year 
earlier were reported by 51% of the companies—a drop 
from the 57% so reporting in the first quarter, but still a 
majority. This dip in the backlog diffusion extended to 
both durables and nondurables industries, with only 
50% of the hard-goods companies reporting gains. It is 
noteworthy that while 51% of the companies were re- 
porting higher backlogs, 61% reported higher spending 
and only 43% had higher new approvals. 


Backlog Rates Fall 


Backlog rates in the second quarter were lower than 
a year earlier, the first drop in six quarters. (The back- 
log rate is defined as the number of quarters the appro- 
priations backlog would last at the current rate of 
spending or commitment.) In durables, the backlog rate 
slipped for the second straight quarter, while the drop in 
nondurables was the first. 

The backlog rates represent an admixture of spending 
and commitments. (A commitment is the placing of an 
order after the appropriations has been approved.) Some 
companies are able to report their commitments; for 
these companies, then, backlogs represent uncommitted 


appropriations. For companies unable to report commit 
ments, they represent unspent backlogs. 

Unspent backlogs at the end of the second quarter o 
1960 were 3.3 times as great as spending during th 
quarter. A year ago they had been 4.0 times as great 
This is the second consecutive decline in the unspen 
backlog rate, after six successive year-to-year increases 

Declines in backlog rates occurred in both durable: 


Approvals and Backlogs Dip 
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'and nondurables industries. In durables, the rate was 
3.6, compared with 4.8 a year earlier. Although the 
| decline in durables was the second in that sector, the 
drop in nondurables was its first: the second-quarter 


{ 


Number of Quarters of Commitment or Expenditure 
Represented by End-of-Quarter Backlog 
1958 1959 1960 


103.8) ©3:2)0353) 2:8%)4.0' 13.5) 3:6) 3:07) 4.0. 3:1 
Durables....... 44 40 43 3.7 5.0 4.1 45 3.7 44 3.7 
mondurables:...3.3 2.5 2.6 2.0 3.1 2.8 2.9 2.3 3.7 2.6 


{ 
ratio of unspent backlogs to current spending in non- 
durables was 2.9 in 1960 and 3.2 in 1959. 


Commitments Rise 


Trends in commitments and spending can be com- 
pared for those companies able to report commitments. 
The survey record thus far suggests that changes in 
‘commitments tend to lead changes in spending by two 
‘or three quarters. 

Commitments in the second quarter of 1960 were 5% 
greater than a year earlier, the smallest of six successive 
“such increases, while spending was 24% greater than a 
year ago, the largest of four straight increases. Con- 
tinued year-to-year gains in spending through the rest 
of 1960 seem likely. 

In the durables sector, where the appropriations and 

“spending upswing began, second-quarter commitments 
were down 11% from a year ago, the first such decline 
{ following five successive quarters of advance. Spending, 
however, was still 29% higher than last year, and further 
\rises, though perhaps not as great, seem likely in the 
last half of the year in view of the earlier commitment 
gains. 
' In nondurables, on the other hand, commitments 
were up 25% from a year ago in the second quarter, the 
first large gain in the current upswing. Spending, up 
16%, also posted its biggest gain thus far. 
' Comparisons of the levels of appropriations, commit- 
ments, and spending give further perspective to trends 
in spending. These comparisons give rise to the ¢oncepts 
of backlogs of uncommitted appropriations and unspent 
commitments. In the second quarter of 1960, durables 
}commitments were slightly greater than appropriations, 
'resulting in a slight drop in the backlog of uncommitted 
appropriations. At the same time, spending was greater 
than commitments, resulting in a decline in the backlog 
of unspent commitments. While these backlog declines 
Indicate future drops in commitments and spending, 
they were both slight in size relative to previous addi- 
tions to backlogs. 

The picture in nondurables is less complete because of 
a smaller sample of companies reporting commitments 
and a very sharp seasonal pattern of appropriations. In 
the second quarter of 1960, commitments were still in 
excess of expenditures, despite the rapid rise in the 
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latter. Thus there was a moderate build-up in unspent 
commitments, foreshadowing continued increases in 
spending in the near-term future. 


Plant Approvals Down 


At the beginning of 1959, a new feature was intro- 
duced into the capital appropriations survey: the break- 
down of new appropriations into those scheduled for 
plant or new construction and those scheduled for 
machinery or equipment. Of the 602 companies regu- 
larly reporting capital appropriations, 467 have fur- 
nished such detailed plant and equipment appropria- 
tions data for the past six quarters. (Petroleum com- 
panies are unable to make this breakdown; therefore all 
figures in this section, whether for all 602 reporting 
companies or for the 467-company subgroup, exclude 
that industry.) 

The proportion of new approvals slated for plant or 
new construction was 25% in the second quarter of 1960. 
While this represented no change from the first quarter 
of this year, it was a sharp reduction from the 33% mark 
of the second quarter of 1959. This cutback in the plant 
ratio characterized both the durables and nondurables 
sectors, as well as nine out of sixteen individual industries. 

In the second quarter of 1960, total appropriations of 
manufacturers (except petroleum) were down 8% from a 
year earlier. However, appropriations for equipment 
were off only 2%, while plant approvals were down 35%. 
In durables, plant approvals were down 46%, as com- 
pared with a 6% drop in equipment; in nondurables, a 
10% drop in plant approvals was offset by a 4% rise in 
equipment. 

Taking the first half as a whole, total appropriations 
fell 5% from a year earlier. The entire decline was in 
plant appropriations, which dropped 19%, while equip- 
ment approvals were unchanged from a year ago. 


Seasonal Pattern for Plant and Equipment 


If plant ratios are applied to seasonally adjusted 
appropriations, seasonally adjusted appropriations for 
plant and equipment can be obtained. This procedure 
assumes that plant approvals and equipment approvals 
are subject to the same seasonal influences, or that the 
ratio of plant to total appropriations does not show a 
seasonal pattern. With only six quarters of plant and 
equipment appropriations data accumulated thus far, it 
is impossible to test the validity of this key assumption. 
The following observations about recent trends in sea- 
sonally adjusted plant and equipment appropriations 
must therefore be somewhat conjectural and explora- 
tory in nature. 

Adjusted plant appropriations reached a sharp peak 
in the third quarter of 1959 and declined steadily to 
the latest period. The drop was over 40%. Approvals 
for equipment, by contrast, were virtually unchanged 
during the first three quarters of 1959, peaked in the 


fourth quarter, and have returned to their earlier level 


since. In the second quarter of 1960, plant appropria- 
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tions were down 13% from the previous quarter, while 
equipment approvals were off only 2%. This same pat- 
tern of sharper and earlier peaks in plant appropriations 
followed by sharper declines was evident in both dur- 
ables and nondurables sectors and in numerous indi- 
vidual industries as well. 


Plant Approvals Shift More, Earlier 


The data thus far suggest several important conclu- 
sions on plant and equipment appropriation patterns. 
These conclusions seem to be in line with what economic 
theory would indicate. First, it appears that plant 
appropriations are a good deal more volatile than equip- 
ment appropriations. This is so partly because plant 
approvals are more closely tied to spending for expan- 
sion rather than to the necessarily smoother flow of 


spending for replacement. In addition, a building is a 
more indivisible commodity, which cannot be decided 
upon or ordered or used in bits and pieces. This means 
that approvals for the purpose of new plant are more 
likely to come all at one time than are approvals for, 
say, the machinery to be housed in the new plant. 

A second conclusion is that approvals for plant tend 
to lead those for equipment. One reason is that decisions 
to construct new plant, because they take longer to 
eventuate in final purchases, must be made earlier. Also, 
it seems reasonable to suppose that authorization to 
construct a new plant must precede approvals of pur- 
chases of machinery for the new plant. The lead of plant 
over equipment appropriations is not too surprising, for 
business analysts have long been aware of the signifi- 
cance of construction activity as a leading indicator. 


Plant Approvals Change More than Equipment Approvals 


-60% -40% -20% ie) 


INSTRUMENTS & PHOTOGRAPHIC EQUIPMENT - 


PAPER & ALLIED PRODUCTS We 


TEXTILE -MILL PRODUCTS RSS 


20% 40% 60% 80% 100% 120% 


> 
PLANT 


WENN 
RUBBER PRODUCTS R aa. =O 


- SIO 


NONDURABLE GOODS INDUSTRIES R&S 


OTHER NONDURABLE Goons INDUSTRIES KQWQQRC 


CHEMICALS & ALLIED PRODUCTS SG 


FOOD & BEVERAGES WS 
NONELECTRICAL MACHINERY WS é 


WON VG WW EQUIPMENT 


QV ELECTRICAL MACHINERY & EQUIPMENT 


“ NJ 
WN TRANSPORTATION EQUIPMENT, EXCLUDING MOTOR VEHICLES 


ALL MANUFACTURING 


(7222) 


STONE, CLAY & GLASS PRODUCTS 


GQ PRIMARY NONFERROUS METALS 
SG FABRICATED METALS PRODUCTS 


ESS 
SSsssy 


PRIMARY IRON & STEEL 


nt DURABLE GOODS INDUSTRIES 


MQ 


Ws MOTOR VEHICLES & EQUIPMENT 


Percentage change in appropriations or plant and equipment between first-half-1959 and first-half-1960. Based on reports from 467 companies 


Source: The Conference Board 


BUSINESS RECORE 


11 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing 
Companies, Quarters, 1958-1960! 


Billions of dollars 


1958 1959 1960 
I II IV I I iil IV I It 
All manufacturing 
Be ACK LOR ON TS AMIE ME a occ s enpers. ssoon 7.62 7.81 6.89 6.32 5.92 7.39 7.55 7.51 VATE) 9.05 
Newly approved 36 5 CeO ARSC Itc CRENERCRS ERCRERERP RCNP non Cre 2.73 1.67 1.59 2.09 3.57 2.57 2.38 2.97 3.81 2.29 
Mommeitted Or Spent. >). coe cots es cscasaee 2.13 2.25 1.99 2.21 1.95 2.380 9.92 2.68 2.33 2.79 
Canceled oh Sh ayetaioS 9.0 SIDNGROIS 0/0 ORERORER RGR Heo por Pena 39 Roy) 32 15 ak? 16 wea 4 17 
BNP DACKIOR. 5h ie 4.5.6 15.4 Siac ssw selene sieow 7.83 6.89 6.32 5.88 7.39 oo 7.55 7.65 9.07 8.36 
: [Capital ERPEMCICULES Ais c hnthesns creme hanes 2.24 2.31 2.06 2.24 1.76 2.19 2.16 2.69 2.24 2.80] 
Durable goods 
BipeaUu gy DACKIOS sts AS ecw. Sees ene 4.13 3.88 3.66 3.47 3.44 4.07 4,28 4,24 4.50 4,72 
4 Newly approved ct 1 CARE ENDO PRORGLORS CHES WCC CORTES 81 80 1.07 1.57 1.33 1.03 1.60 1.44 1.08 
i Committed or SPCNEmee taka tata s eles cee ee ate ah | 95 AEHy, 87 1.10 1.01 1.26 1.12 1.26 
| Canceled nig) Gut OSIG IO Nokes ERC Re ara 15 07 Lh 06 OL 06 06 08 OL 
. Closing DAGKIOC Feet R zee 2 ean: presen, FO78Ty & 3.88 3.65 3.47 3.44 4.08 4,28 4.24 4.51 4.73 4.49 
; [Capital expenditures. .../....050.0 5000000. 1.02 1.05 98 76 .99 .96 1.24 1.07 1.29] 
Nondurable goods 
epeting, OaCklom em: . | Sees cnc oso OOS 3.50 3.93 3.24 2.85 248 3.31 3.27 3.28 3.23 4.33 
Newly AP PEGVEC Me Soot MN Ss toes cus ataue wa Balter eos 1.91 87 : 1.02 2.00 1.24 1.35 1.36 2.37 1.21 
MBE LCD OT, SPENLMS 1; < Utter s.c wcieisia oe alabeale 1.22 1.30 1.14 1.24 1.08 1.20 1.21 1.42 121 1.58 
Canceled SRRT So Se eV eT eRe fey CNN Sade ele rateheleo el tate avers 25 27 Af) 09 .08 .09 09 05 13 
_ Closing Dacklog® Manis. RA fend xe 3.95 3.24 2.85 244 Bak 3.27 3.31 3.14 4.34 3.87 
[Capital EXPCHGIEITES Anois fa a aa sere 1.22 1.27 1.12 1.26 1.00 1.20 1.20 1.45 1.17 1.51] 
if 
j 1 Based upon 602 reporting companies. Industry details may not add up because of rounding. Data for 1956-1958, based upon 507 reporting companies, available upon request 
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Whether plant appropriations can be confidently ex- 
pected to foreshadow movements in total appropria- 
tions remains to be determined by future experience. 


Outlook: Plant vs. Equipment 


A third important conclusion concerns trends in the 
near future. The first-half decline in new appropriations 
indicates a coming turnabout in the capital-spending 
upswing. The data on plant and equipment appropria- 
tions further indicate that the downturn will be pri- 
marily concentrated in construction outlays. As yet 
\there is no evidence of any significant decline in equip- 
‘ment expenditures. 

The sharp year-to-year decline in plant appropria- 
tions in the second quarter had not, as late as July, 
resulted in a drop in the two leading indicators of con- 
struction outlays—new contracts for industrial con- 
struction and construction awards for manufacturing 
buildings. Construction contracts were still up from a 
year earlier, although the year-to-year gains were get- 
ting smaller. 

Thus there may be, as suspected, a fairly long lead 
between plant approvals and plant outlays. And since 
ithe appropriations decline has mainly been in the con- 
struction sector, the ensuing spending decline may not 
‘come until well after the turn of the year. 


a 


Trends by Size 


The trend in capital appropriations can be studied in 
further detail by size of firm. In earlier surveys it was 
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noted that the smaller companies tended to lead the 
larger ones in the capital-goods cycle, a relationship 
more in evidence in recent spending patterns than in 
appropriations. (Small firms in this apex of the manu- 
facturing pyramid are those with year-end 1957 assets 
of under $50 million; those with $50 million to $100 
million are medium; those above $100 million are large.) 

In the second quarter of 1960, firms in all size classes 


had lower appropriations than a year earlier. In the 


preceding quarter, all had registered gains. Although the 
large, medium and small firms all showed their first 


Year-to-year Percentage Changes in New Appropriations, 
by Size of Firm, 1959-1960 


1'59 W'S9 = =IN'S9 «IV '59 1'60 Il '60 
1'58 11'58 Nk '58 YVi'S8 1'59 11 '59 
All manufacturing 
Smolliavciae 2ak%i 28 60 37 47 27 —13 
Medium........ iS 134 25 30 13 —19 
Larges « aetociesian 42 46 60 47 5 -—11 
Durables 
Smallicene eee 45 110 39 45 21 —18 
Medium........ 28 185 — 8 25 4 —40 
Karge!. Fee hscsuys 125 49 52 60 —12 —17 
Nondurables 
Small sence 35.0 7 17 ai) 50 38 — 5 
Medium........ -9 91 52 33 15 6 
Large ties... en. 7 43 67 35 18 — 3 


decline in the same quarter, their peak gains came in 
different quarters: the small and medium firms both 
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Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1959-1960! 


Money figures in millions of dollars 
% Change 


II 60 1st Half ’60 
Il’6o0 =I 59 IL ’59 1st Half’59 


All manufacturing .. 2 ..5.4.02..0 1,883 2,123 —I1 -—2 
Durable goods industries........ 980 1,149 —19 —165 
Primary iron and steel....... 301 331 —9 —31 
Primary nonferrous metals... . 90 56 61 —4 
Electrical machinery and 
equipienhtia’ aeehaane: cee 1448 168 =—12 12 
Machinery, except electrical. . . 7 119 —87 -9 
Motor vehiclesand equipment. 137 224 —839 —22 
Transportation equipment, 
excluding motor vehicles... . Q7 42 —36 10 
Stone, clay and glass products. 76 lly? —85 —8 
Fabricated metals products. ... 25 17 47 q 
Instruments and photographic 
equipment. qecucect «sear 37 33 12 23 
Other durable goods industries? 14 43 —67 —54 
Nondurable goods industries...... 958 9765 —2 11 
Food and beverages......... 1138. «117 —3 —9 
Textile-mill products........ 25 29 —IA4 17 
Paper and allied products. .... 84 76 11 23 
Chemicals and allied products. 287 288 0 31 
Petroleum and coal products... 356 3875 —5 6 
Rubber products............ 73 64 14 29 
Other nondurable goods ; 
Industries* sso eaecrs tae oe 15 25 —A40 —33 


1 Based upon 602 reporting companies. Industry totals are rounded 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3 Includes apparel and related products ,tobacco, leather and leather products, printing 
and publishing 


Source: The Conference Board 


peaked in the second quarter of 1959, the large firms in 
the third quarter. 

In the durables sector, the large firms have led the 
smaller ones for the past six quarters. Their first- 
quarter-1959 peak preceded the second-quarter peak of 
the small and medium firms, and their first decline, in 
the first quarter of 1960, was in advance of the initial 
drop by the small and medium firms in the second 
quarter. A similar pattern seems to characterize the 
nondurables sector at the peak, but the large firms did 
not lead in the decline. 


Large Firms Boost Spending 


In the second quarter of 1960, spending in all size 
groups was higher than a year earlier. But the gain was 
slight among the small firms, while the large firms were 


Year-to-year Percentage Changes in Capital Spending, 
by Size of Firm, All Manufacturing, 1959-1960 


1'59 W'S? _-MN'S9__«IV'59 160 I '60 

1'58 "'58H'58 «IV 58 159 1159 
Small ate yasieeie 8 40 33 28 17 1 
Medium... 223...-. 20 = ef 1 18 25 14 
Large ais st - Sel Sali2 0 20 29 33 


enjoying their biggest increases to date. The year-to- 
year gains of small firms have been declining in magni- 


Table 3: Outstanding Capital Appropriations 
for Reporting Companies, 1958-1960! 


Money figures in millions of dollars 


% Change 
End of: II ’60 II ’60 
I1’60 I ’59 IL ’59 IL ’58 — 
All manufacturing............+.. 7,099 6,397 11 99°) 
Durable goods industries........ 8,973 38,814 4 225 
Primary iron and steel........ 1,806 1,737 A 36 
Primary nonferrous metals.... 246 214 15 —12 
Electrical machinery and ; 
Equipment yt: 0s | aeawas 669 571 17 18 
Machinery, except electrical... 340 878 —10 9 
Motor vehiclesand equipment. 277 374  —26 —23 
Transportation equipment, 
excluding motor vehicles.... 89 84 6 10 
Stone, clay and glass products. 300 241 24 85 
Fabricated metal products... . 86 79 9 0 
Instruments and photographic 
equipment...... ca eisimuee oO 0 59 36 45 
Other durable goods industries? 80 76 5 135 
Nondurable goods industries...... 3,126 2,583 21 22 
Food and beverages......... 242 = 245 —1 24 
Textile-mill products........ 75 50 - 50 Q75 
Paper and allied products. .... 3820 = 265 Q1 Q4 
Chemicals and allied products. 1,122 790 42 23 
Petroleum and coal products.. 1,121 1,068 5 8 
Rubber products............ 198 101 96 157 
Other nondurable goods 
ind tisthies*....- t aA sissice, oie 49 64 —23 —18 


a 
1 Based upon 602 reporting companies. Industry totals may not add up because of rounding 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3Includes apparel and related products, tobacco, leather and leather products ,printing 
and publishing 


Source: The Conference Board 


tude ever since the second-quarter-1959 peak. Large 
firms, by contrast, did not even have their first spending 
rise until the last quarter of 1959. This pattern generally 
held for both durables and nondurables industries, with 
the interesting exception that the peak gains among the 
large companies in the durables sector came in the first 
quarter of this year. 


Small Firms Lead Spending Cycle 


It appears that although there has been no tendency 
for small firms to lead the large in the recent appropria- 
tions cycle, they have been well in the lead in the 
spending cycle. This may be owing to a longer lead 
between appropriations and spending for large firms 
than for small ones. Two reasons for expecting such a 
difference in lead time may be adduced. First, 1t seems 
likely that large firms have more highly formalized deci- 
sion procedures, while the managers of small firms can 
wait until the eve of an anticipated expenditure before 
granting the final authorization. Second, large firms may 
be more likely to have engaged in large-scale projects 
involving a considerable gestation period before an 
authorization is finally spent. If there were, in fact, such 
a bunching of large-scale projects, this might mean that 
the large firms would have a sharper peak in appropria- 
tions (though not necessarily in spending). This seems 


to have been the case in both durables and nondurables. 
[Text continues ] 
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Table 4: Capital Appropriations for Reporting Companies, 
4 1 
\ 1958-1960, by Quarters 
Millions of dollars 
f 1958 1959 1960 
A I II Il Tg ae OP ae En. ae I I 
Aut ManuracturIne 
3 fepeuime backlogs, 4 Gos Ais gcc ov eels woe ¢ 6,520 6,567 5,825 5,009 6,208 6,394 6,417 6,624 7,634 
i Newly Approved... cee cee ccc ete cee 2,118 1,371 1,274 2,879 2,123 1,951 Q4AT 3,020 1,883 
i Commitied or spent... ......500 0c ewe eees 1,738 1,831 1,612 1,555 1,847 1,770 2,160 1,899 2,279 
E AC CLED RANE SPY Hat sok sie oss sk sgn si sos e's 315 287 142 121 106 139 117 102 180 
| MOMs ACK OPeiei.c teers s cic ee es caine <e 6,586 5,827 5,354 6,212 6,397 6,446 6,566 7,643 7,099 
; [Capital expenditures................... 1,834 1,892 1,673 1,409 1,749 1,721 2174 1,812 2,280] 
| Durasie Goons Inpustries 
: Mpeningibacklogs vache. a4. clea s ose es 3,679 3,443 3,264 3,044 3,621 3,813 3,782 3,999 4,172 
4 Newly APPrOVEd : 2 6. cfc ces eces sence oe 677 701 606 1,367 1,149 872 1,352 1,203 930 
: COmmitied OT SPN... ocldes vcs s cece sees oe 792 816 729 731 931 &46 1,069 956 1,087 
(CETOOGIOTE, §.n hn ob ERO OTe 121 61 41 61 35 54 43 68 36 
RTO sin A DACKOPsrne io et eias) sus 4 esis slo 6 see 3,447 3,262 3,102 3,625 3,814 3,787 4,008 4,178 3,973 
[Capital expenditures................... 883 903 806 640 832 802 1,059 912 1,111] 
Primary iron and steel , 
HEU PI DACKIO onan Aa a sicw occ s Hanes 1,378 1,238 1,327 1,289 1,662 1,737 1,679 1,880 1,890 
IN EWLYRAD PEOVER «...5 « sortie <0 cio olen e015 a's wis 147 356 229 584 331 129 528 328 301 
Wom mitted Or Spent a... Galelass vledec ce vine 275 260 239 204 255 186 326 318 879 
NEEL TUGCL CO RR ER 8 his soe sis Se dehce sons 10 5 il 3 1 1 1 5 1 
MP losiny DACKlOR .. .iic.e so bere ere vs cclne doe 1,240 1,332 1,316 1,662 1,737 1,679 1,881 1,890 1,806 
[Capital expenditures.................-- 298 306 261 187 232 173 312 299 382] 
Motor vehicles and equipment 
Mpeninz Dackloge..ucite .nses cede sseses 428 445 358 252 285 374 331 340 330 
Newb Vala DPEOVEG a aay cu rteyor wi exe <icptt.avovessuevere 116 43 53 146 QQA 117 157 151 137 
DOIN CO OTIS DENE as. tra Ac alc Sakele ais a ncslalele 88 110 101 96 182 157 142 146 191 
i AILCELCURPETT eas tote hee ene Fe itl 20 19 16 17 5 4 11 a4 
Melons rEDaCKlogae ats oe ric. eee vee 445 358 292 285 374 330 340 332 277 
{Capital expenditures................... 109 120 106 84 109 134 146 132 180] 
Transportation equipment, excluding motor 
vehicles 
Opening backlogs .\5.-:0%. wcsiet sete s Genes 106 106 86 89 98 83 79 86 106 
Newly APULOVed 14)... cttena ads See itete ais ot 41 20 22 49 42 40 58 73 27 
MU GTUIELEAL OMA PENE. Ae ccs sclce pe cccsses 41 38 38 40 55 40 47 46 41 
PREC CLE et pe Ree ne ote ciare Mace s Se a8 1 2 1 1 1 of 5 if 
MP LOSIMPVDACKIORS nhac ¢. spa scuorerajacers acs soos asa s 106 81 70 97 84 82 86 106 89 
[Capital expenditures..................- 42 40 36 37 48 40 50 48 49] 
Stone, clay, and glass products 
penny oacklogetse eae vase wk aele ieee sa 212 187 162 180 199 Q41 291 283 318 
NCW yJADDLOVE jc). oh tote dyavaie-c viele ayeiesa a. 51 51 79 93 117 126 112 118 76 
WOT NICO OF, SPENL. a els cso. teas vce des 62 68 54 68 72 78 99 79 92 
ONCCILO MEER aoe ee cote eee 16 5 2 a 1 2 7 4 8 
losing backlGw@y Atl, shies. cere weods ss 187 162 185 199 Q41 287 284 318 300 
[Capital expenditures................... 65 76 59 61 82 82 87 80 102] 
Primary nonferrous metals 
Openwigibackloge sn sede. once anne ces nee 453 380 278 188 229 214 254 219 213 
INewly Approved ocd. is ocee et ae sees 56 11 33 93 56 94 34 53 90 
Wonmetted OF SPENE 3 Wey erere,cpnre cise aioxm 80 + a ae 120 106 45 51 68 54 64 55 52 
CCL EMER HEE Derek cree st aa 8 8 3 3 2 4 4 3 5 
MeLOSip DACKIORMINe vit. aeanice ere sone sees 380 278 263 228 214 Q54 219 215 246 
[@apital expenditures’. 2y...20..6. 00000006 109 85 71 59 70 60 73 55 51] 
Electrical machinery and equipment 
- Opening backlog.............00eeeeees 582 578 569 500 538 571 605 614 663 
NewIVeADPLOVEd ..naaceuceudtss cso eees 5 - 86 96 55 134 168 193 189 190 148 
MODUTOLLLCA LOTS ENE », Rae Set. = shy seketeier=toveel+ + Lhe 95 112 8&3 124 120 165 122 185 


(Footnotes on page 15) 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960, by Quarters! (Continued) 


Millions of dollars 


1958 1959 1960 i 
I at Il I Il Ill Iv I IL 
Machinery, except electrical 
Opening: backlog oi)... acre cirocteere ie ere eet 356 324 311 376 386 378 339 324 368 
INewlysapproved oni co oo ore cet rctees ole 91 67 89 134 119 94 105 155 75 
Committed onispent’s., Raded len ct tei + oes 65 77 76 119 127. 121 110 93 94 
Canceled Bese Oo. Rete als Kees oe 57 4 1 a al 8 4 14 2 
Closing backlog’... tuts ssnsites wtesssiee 325 311 324 388 378 347 330 371 340 
[Capital expenditures. ...............5.. 96 97 83 70 98 103 115 92 101] 
Fabricated metal products 
Opening backlogas. orescence ee oot 71 100 86 68 118 79 74 74 109 
Newly approved is..usctn tie cect ones 62 yf 23 84 17 41 59 83 25 
Committed or spent... 5.....00sceeccees 30 31 31 3h 55 46 58 47 47 
Canceled dy, 2. te cs Robin eee sess 2 1 a a a a 2 1 f 
Closing backlog i... sebe.. - scebert sad 100 86 77 117 79 74 73 109 86 
[Capital expenditures. .................. 39 38 34 30 46 AT 58 AZ 52] 
Instruments and photographic equipment ; 
Opening ba cktog ii nico vctan colebkorcior 52 51 55 46 51 59 60 61 72 
Newly.approved.cn. is. sans sc aeeremar ans 21 23 15 27 33 23 36 37 37 
Commutted.or spent... 4.00%... +2 Sect oe ss 19 18 18 20 21 22 30 25 25 
Canceled ay wtecit ics tein 4 ae Oe ee lee 3 1 1 if 1 a 1 1 1 
Closing backlog ys. os ue iBone cd 51 55 48 51 59 60 61 72 80 
[Capital expenditures................25- 19 18 17 19 21 22 29 24 95] 
Other durable goods industries? 
Opening backlog rae ta ctseeiite.a te te ote 42 33 34 57 56 76 69 118 102 
INewlymupproyed.2)- <2 aeeer ee ee 8 16 8 19 43 15 76 15 14 
Committed or spent... fesm ins >< hieaa eens 14 14 16 16 22 21 27 30 32 
Canceled tern uc ssc cote ues o eerie e 4 2 a a a a a a 1 a 
Closing backlog 7; sattew. aie pratense 33 34 28 60 76 69 118 102 80 
[Capital expénditures. 2)... 3.6 sieges ss + 14 14 15 16 23 22 Q7 29 32] 
NonpuraBsie Goons InpustRIEs 
Opening backlog Wews 13 see ose scone oe 2,842 3,124 2,561 1,965 2,587 2,581 2,634 2,625 3,462 
Newly approved)jsc).siv sien sec neh eau 1,440 671 668 1,512 974 1,079 1,089 1,817 953 
Committed. or spent >... csi.-00s0cessccesas 947 1,015 883 824 916 924 1,092 943 1,192 
Canceled Nin. Me te koe wee aed 194 225 101 70 71 85 Th Bh 95 
Closing backlog?" Le cmacte 6 a-eee ee 3,140 2,565 2,252 2,587 2,583 2,658 2,558 3,466 3,126 
[Capital expenditures. .................- 951 989 867 768 917 920 1,115 901 1,169] 
Food and beverages 
Opening backlog.......... vate ashBerg 2 ateie’s 197 228 189 175 240 Q4A 246 239 257 
Newly approvedern. is one soe eer 118 75 94 149 117 101 103 130 113 
Commitied or spent...c.ssisscvccccccces &1 107 90 83 110 103 104 1038 125 
Canceled ees bars oa Ae be ae oes 3 2 2 4 2 4 VE 8 5 
Closing backlog.< 5... ib. ORE tree @31 195 = 189 240 45 288 938 257 «Ge 
[Capital expenditures................... 83 101 95 80 112 100 115 99 118] 
Textile-mill products 
Opening backlog. ia. scissors seeyow oe 2 29 28 20 42 52 50 69 72 87 
INewlyrvapproveds (ny . aciee:.cmicin aeeio eon 18 9 23 29 29 AT 36 43, 25 
Commatied, ors pent. Fiala ode eee Das 18 15 19 30 28 32 29 37 
Canceled aeirsc3 ck eae tacit a a d a 2 a a a a 
G@losing backlog: << o scai > nee ene een ee 28 20 28 51 50 69 74 87 15 
[Capital expenditures. ..............00: 19 18 15 20 29 32 32 28 38] 
Paper and allied products 
Opening backlog! fovea ene ae eee 327 285 257 249 256 265 308 327 334 
Newly, approved: vc set sere eee 50 44 44 65 76 122 115 90 84 
Commitied or. spent. a hone eae 8&7 68 64 59 67 76 98 78 93 
Canceled:a sist sos Cache ate ino. ae nee 4 2 2 if 4 a 4 5 8 
Mlosmep backlog) i. Yoke sed eee ae 285 258 236 254 265 318 323 334 320 
[Capital expenditures. .............0008% 89 76 70 56 68 68 98 76 89] 
Chemicals and allied products 
Openme backlog, 3..55 osc accede nee 1,267 1,156 917 719 730 791 966 1,016 1,149 
Newlyapproved.:. Nees. donee overs ae 251 181 148 Q15 288 398 340 372 287 
(Footnotes on page 15) 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960, by Quarters! (Continued) 


Millions of dollars 


| 1958 1959 1960 
I Il Ii I II iil IV I I 
: Committed or spent V0) 220s arcs ioed oe 200 289 3038 271 197 21h 21h 264 231 306 
Canceled OR Se FEROS Or ORE err ee 63 133 11 5 17 9 5 tf 9 
i PEORIA DACKIOM Meerut ee toe tee craic eo 1,167 913 794 732 790 966 1,032 1,149 1,122 
{ [Capital expenditures................... 291 302 264 194 Q11 14 268 235 311] 
i 
___ Petroleum and coal products 
Mpeming backlogs oer es.5 oe oe oes oo 0 aye 870 1,276 1,041 653 1,168 1,065 850 760 1,403 
N ewly ADDLOVEO Meter Monee ch acess 952 319 299 993 375 324 408 1,100 356 
MASTUUULEU OR SPENT Tie) tis aiele ole alte edicts levels 419 468 398 419 434 448 §28 446 562 
Canceled He Cane es SCe oes ae 122 83 Th 58 4h 70 54 10 68 
MOORE ID ACK OP rey. nate A aye ats'e.0. syoxe'or 0.018 1,279 1,042 867 1,170 1,068 872 680 1,406 1,121 
| (Capital expenditures................005 AV ASG al 877 378 488 458 584 407-548] 
Rubber products 
Opening backlogs. 2.05... hei cierateree's 0/4 0 0 ie 91 92 eee 62 80 101 141 158 183 
INTE WAAR DDEOVEU zs icxc (eneie «cic as)eie ares «0-0 ye 37 22 30 AT 64 80 69 70 73 
Committed Or Spent... os. s seic eeu cae ewes 85 32 29 27 41 89 50 43 55 
Canceled Pa ae Aeetaia on eh atokie cits <tc cid alice 1 6 if 1 3 a 2 3 3 
Giosing backlogs. 0cc. 4 dcssg cele se slene 92 nig 67 80 101 142 158 183 198 
[Capital expenditures................... 35 33 25 25 38 34 48 40 48] 
Other nondurable goods industries® 
Opening backlog. ios 15.5.0 4. ek. cae st 62 58 60 66 61 64 53 52 50 
Rewly approveds, choi 's ceeds ncccnne 15 20 29 14 25 6 17 11 15 
MUGTANARLEE OF SDEME ae. Netciels ssc coe 8 sero. oa wi 19 18 LT, 20 20 16 16 13 15 
CORIO, 2A oR AU A A a 1 a a 2 1 a a 1 
i Stosingubacklog stewie spices «sshd « ailveteles 58 60 71 60 64 53 54 50 49 
[Capital expenditures................... 18 Q1 20 16 20 19 19 16 16] 


' 2 Based upon 602 respondents. (Data reported by 507 companies for 1955-1958 are available upon request.) Industry totals may not add up because of rounding, Opening backlog is defined as 
approved capital appropriations outstanding at beginning of quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


| © 2Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 
8 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


Source: The Conference Board 


It should be noted that if this explanation of the 
_ differing spending and appropriation trends by size of 
| firm is correct, it does not follow that large firms will 
_tend to lead at the bottom of the cycle. The greater 
flexibility of small firms may put them in the lead in the 
_early days of the capital-goods upswing. While the up- 
swing is still young, however, large firms with long-term 
_ projects may seize the lead in appropriations and reach 
| an earlier peak, although for the reasons previously 
discussed this would not necessarily result in an earlier 

. spending peak. 


Comparison with Previous Decline 


__ The implications of the recent drop in appropriations 
-and backlogs for future trends in spending can be 
better understood by comparison with an earlier de- 
cline. The capital appropriations upsurge that began in 
1954 reached its peak, on a seasonally adjusted basis, in 
the first quarter of 1956, seven quarters after the trough. 
The most recent appropriations upswing peaked in the 
fourth quarter of 1959, also seven quarters after the 
trough. 
_ While the same in duration, the two upswings differed 
greatly in magnitude. Approvals at their 1956 peak 
were more than 130% above the previous trough, and 
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oa—tless than $500,000 


were almost two-thirds greater than seasonally adjusted 
spending during the quarter. The approvals peak in the 
fourth quarter of 1959 was roughly half as sharp: the 
rise from the trough was only two thirds and the margin 
over spending was only a third. As a result of the less 
steeply rising approvals trend of 1958-1959, the backlog 
build-up during the period amounted to about a third of 
the 1954-1956 accumulation. 

By the end of 1956, new appropriations had fallen 
more than 20% from their first-quarter high. This drop 
was only slightly greater than the decline from the 
latest peak in 1959. But because the margin of ap- 
provals over spending was greater in the earlier upswing, 
the 20% cut in approvals together with continued boosts 
in spending did not result in depletion of backlogs dur- 
ing 1956, although there was no further build-up. It 
was not until the second quarter of 1957—when ap- 
provals were down a fourth and spending up a third 
from the first quarter of 1956—that backlogs started to 
decline significantly. Two quarters later, spending be- 
gan to follow this first dip in backlogs. 


Spending Decline: When? 


Thus six quarters elapsed between the 1956 peak in 
approvals and the 1957 high in spending. Simple extra- 
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polation of this lead in the present cycle would indicate 
the beginning of a spending decline in the third quarter 
of 1961. Such an extrapolation would not appear 
reasonable, however, for it overlooks the different trends 
in backlogs at the two turning points. 

Approvals were so much greater than expenditures at 
the first-quarter-1956 peak that it took five quarters 
before the appropriations drop resulted in backlog de- 
pletion. But at their 1959 peak, the margin of approvals 
over spending was only half as great as in 1956, and 
consequently backlog depletion began in the second 
quarter of the current appropriations decline. This 
shortened lead between approvals and backlogs prob- 
ably implies a similarly shortened lead between ap- 
provals and spending. The peak in spending may, then, 
follow the appropriations peak by three or four quarters, 
instead of six quarters. On this basis, the first decline in 
spending may occur around the turn of the year. 


. » - And How Much? 


The extent of the subsequent decline in spending will 
depend largely on the course of new approvals in the 
second half of this year and in 1961. As has been noted, 
appropriations fell only a fourth in the first year of 
decline from their 1956 peak. Had they remained steady 
from then on, and had spending stabilized at a rate 
equal to current appropriations, the spending decline 
from the third-quarter-1957 peak would have been less 
than 15%—a third of the actual decline in 1957-1958. In 


other words, two thirds of the drop in spending that 
lasted to the end of 1958 can be attributed to appropria-— 
tions declines after the first half of 1957. 

Between the second quarter of 1957 and the second — 
quarter of 1958, when business reached a cyclical low, © 
new appropriations were cut 35%. These continued cut- 
backs were not wholly attributable to the worsening of © 
general business conditions, for the bulk of the reduc- - 
tions occurred in the third quarter of 1957—that is, - 
before the recession began and before the downturn of © 
capital spending. It seems more reasonable to ascribe ~ 
this cutback to three factors: the development of excess 
capacity in a number of industries; the already swollen © 
backlog of capital projects already on the books, some 
doubtless slated for further capacity expansion; and the © 
relatively high level of new appropriations in the second © 
quarter of 1957, well in excess of replacement needs and 
also indicative of capacity expansion. 

Comparing the second quarter of 1960 with the same 
quarter of 1957—two periods at a similar stage in the | 
capital goods cycle—it is apparent that there are funda- 
mental dissimilarities. In 1960, the creation of excess — 
capacity is not so great a problem. Both new appropria- — 
tions and backlogs are roughly a fifth below their level in 
the corresponding 1957 quarter. Since replacement — 
needs have grown since 1957, it is evident that a much ~ 
smaller portion of second-quarter-1960 approvals is 
slated for additions to capacity than was true in the 
1957 quarter, and that therefore there is less room and — 


Table 5: Appropriations for Plant and Equipment, 1959-1960! 


In per cent 


% Change II 60/II ’59 


Appropriations for Plant as a 
Percentage of Total Appropriations 


Appropriations for: 


ota. 

Appropriations Plant 
All manufacturing Neo toe aa eee —8 —35 
Durable goods industries?.............00000: —19 —46 
Prmaryuironvand steel seer ere ne oe a 9) as —60 
Primary nonferrous metals.............. 61 35 
Electrical machinery and equipment...... —12 —51 
Machinery, except electrical............. —37 —23 
Motor vehicles and equipment........... —39 —58 

Transportation equipment, excluding motor 
vehiclesi2/e. mith. g)s tanned: chet sees —36 —53 
Stone, clay and glass products........... —35 —40 
Fabricated metals products.............. AT 50 
Instruments and photographic equipment. . 12 167 
Other durable goods industries?.......... —67 —86 
Nondurable goods industries?..............4. 0 —10 
Hood..and beverages... vin irs yas delenit os —38 12 
Mextile-mirllsproducts.. «seus. ae. cine cies ae —14 100 
Paper and allied products............... 11 213 
Chemicals and allied products............ 0 —36 
Riper products 40.8 susyee ysl 14 —13 
Other nondurable goods industries‘....... —40 25 


Equipment 1759 II ’59 III 59 IV ’59 1 ’60 II ’60 


=, 26 33 36 2h 25 25 
=) 25 3h 32 2h 22 23 
19 28 36 19 17 20 16 
75 41 35 28 20 25 30 
21 24 46 40 25 34 26 
—39 18 11 30 12 18 13 
—34 3 19 18 18 6 13 
—$31 32 45 49 40 34 32 
—29 34 53 45 37 32 49 
AT 22 13 39 49 12 13 
22 15 17 25 25 14 43 
= 29, 22 68 4 43 20 32 
4 28 31 41 2h 31 27 
12 21 35 33 25 22 41 
—27 25 ¢) 12 13 20 22 
—13 18 ual 56 27 9 30 
25 42 41 49 25 44 26 
18 9 13 6 23 12 10 
oz 13 17 17 12 20 34 


1 Based upon 467 companies reporting appropriations separately for plant and equipment for all quarters. Petroleum industry is excluded 


ro 


2 Appropriations for plant computed by multiplying each industry's "plant ratio” by total appropriations of all 602 reporting companies. That is, the plant ratios and percentage changes have been 
weighted by appropriations of all reporting companies. "Plant ratio" is defined as appropriations for plant as a percentage of total appropriations 


3 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


4 {Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


Source: The Conference Board 
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need for further cutbacks. (The sharp reductions in 
plant appropriations that had already occurred by the 
second quarter of 1960 are further evidence that the cur- 
rent appropriations level does not imply much capacity 
expansion.) It would seem to follow that, in subsequent 
quarters, appropriations will fall moderately, if at all, 
especially in comparison with the declines of 1957-1958. 
This in turn implies that the forthcoming drop in spend- 
ing will be modest in dimension. 


Summary and Prospect 


Newly approved capital appropriations were down 
moderately in the second quarter of 1960, both on a 
seasonally adjusted basis and in comparison with year- 
ago rates. Approvals were off in both the durables and 
nondurables sectors and in a broad range of individual 
industries as well. A majority of companies were report- 
ing year-to-year drops in appropriations, and companies 
in all size groups showed declines. Just about all of the 
fall in approvals seems to have occurred in appropria- 
tions for plant or new construction, while those for 
machinery or new equipment have been fairly stable. 

Backlogs were still somewhat higher than a year 
earlier in the second quarter, but were down, on an 
adjusted basis, from the peak level in the first quarter 
of 1960. Roughly a fifth of the backlogs built up during 
1959 were depleted during the second quarter. For those 
companies reporting commitments separately, the rise 
in backlogs of uncommitted appropriations and unspent 
commitments seems to have been halted and perhaps 
reversed. 

Despite the declines in new approvals and backlogs, 
capital spending continued to rise in the second quarter. 
On a seasonally adjusted basis, expenditures were up 
modestly from the first quarter, but compared to a year 
earlier they were up 30%. 

_ The survey results in the first half of the year fore- 
shadow a forthcoming turnabout in the capital-spending 
upsurge in manufacturing. Trends in commitments and 
backlog changes indicate a spending peak about the turn 
of the year. But the fact that only plant approvals have 
shown any significant decrease so far suggests that the 
turnabout may be delayed some months past that. 
_ Thus far, seasonally adjusted appropriations were 
down less than a fifth from their peak. Since the move- 
ments in appropriations tend to be more pronounced 
than those in spending, this portends a rather modest 
drop in spending. The capital-goods upswing of the past 
two years has been relatively moderate in comparison 
with that of 1955-1957, from which it would also follow 
that a less violent decline is in the offing. But the full 
extent of this decline will only become apparent with the 
‘next and subsequent capital appropriations surveys. 
Morris CoHEN 
Martin R. GAInsBRUGH 
Assisted by 
Herman RosEMAN 
Office of the Chief Economist 


a ———“_—_ 


| OCTOBER, 1960 


distorted by the longest steel strike in history. .. . 


17 


Business Forecasts 
[Continued from page 4] 


density polyethylene and epoxy resins are examples of chemi- 
cals with capacities well in excess of present demand. 

“Overcapacity is not uncommon, however, in a growth 
industry. Normally, it takes two to three years to complete a 
chemical manufacturing plant, and extensive scale economies 
encourage producers to construct facilities with capacities well 
in excess of current sales potential. Nevertheless, the past 
success of the industry in providing surplus capacity to satisfy 
future demand for several major petrochemicals tends to 
dampen present investment requirements. . . . 

“The industry’s outlook is favorable because of the large 
increases expected in the demand for plastics and synthetic 
fibers. It is widely believed that demand for plastics will 
advance at a rate of 8%-10% per year... .” 


Retail Food Distribution 


Franklin J. Lunding, chairman of the board, Jewel Tea 
Company—‘“‘. . . Over the balance of the year, we anticipate 
that retail food prices will continue at bargain levels, though 
probably averaging slightly higher than in the depressed 
second half of 1959 and the first three months of 1960. Pork 
and eggs, especially low a year ago, will likely be up in price 
this summer and fall. On the other hand, consumers can look 
forward to gradually declining prices for beef. This should pro- 
vide a favorable opportunity for food store sales if personal 
income continues at high levels. . 

‘As forecast last December, the profit picture this year has 
been mixed, with some food retailers reporting increases in 
earnings and others decreases. We expect that this situation 
will continue because competition for the consumers’ expendi- 
ture dollar is most intense. . . . 

“With food a bargain relative to other consumer items com- 
peting for the consumers’ dollars, the improvements in mer- 
chandising, promotion, variety and store facilities by whole- 
saler-sponsored independent food retailers, and continued 
strong effort by the corporate chains to build added consumer 
acceptance of supermarkets, the retail food industry. . . 
should again be a stabilizing element in the economy in the 
final six months of 1960.” 


Railroad Industry 


James M. Symes, chairman of the board, The Pennsylvania 
Railroad Company—‘‘Much has happened in the last six 
months to alter the outlook for the remainder of this year from 
what seemed almost certain last December. Most of what has 
happened can only adversely affect the railroad industry. 
Railroads are dependent on the demand for the products of 
other industries, especially on that for the durable goods in- 
dustries. Yet it is particularly in these areas that weaknesses 
have setin.... 

“There is some difference of opinion as to whether the 
economy will be heading downward by the year’s end or will 
approach 1961 with strength. In either case, I think that, 
compared to the first half of 1960, total carloads will move 
downward, on a seasonally adjusted basis. The industry may 
show some gains over the second half of 1959, but that is a 
spurious comparison because the latter half of last year was 


” 


Source: First National City Bank Survey 


CANADIAN ECONOMIC POLICY—-A REAPPRAISAL 


1. Foreign Investment and the Balance of Payments 


to have occurred in Canada in recent years was 

that set off by a number of statements, during 
the first half of 1960, by Mr. James E. Coyne, Governor 
of the country’s central bank, the Bank of Canada. 
Although these pronouncements varied in content and 
emphasis, all had as their principal theme the subject of 
Canada’s dependence on heavy inflows of foreign invest- 
ment capital, mainly from the United States, and the 
related question of the deficit on current account that 
has been a feature of the Canadian balance of interna- 
tional payments for most of the past decade. Mr. Coyne 
had touched on these problems on previous occasions, 
but his first really serious treatment of them took place 
in a speech he gave to the Canadian Club of Winnipeg 
on January 18th of this year. 

In this speech, Mr. Coyne pointed out that “‘the total 
demand on the part of all elements in the community for 
goods and services for all purposes . . . has for some 
years been considerably greater than the amount which 
our own productive capacity can satisfy.” The difficul- 
ties that might be expected to attend such a situation 
had, the Governor noted, “been temporarily suppressed 
or diverted through the medium of foreign borrowing 
by Canadian governments and enterprises and the secur- 
ing of capital from other forms of foreign investment 
in Canada, which have made possible the importation 
from other countries of a volume of goods and serv- 
ices greatly in excess of our exports of goods and serv- 
Weg RHE.” 

This behavior was criticized by the central banker as 
“living beyond our means on a grand scale,”’ especially 
since there was no evidence to suggest that the resultant 
increase in the productive capacity of the Canadian 
economy was serving gradually to correct this imbal- 
ance, but rather that imports were continuing to rise 
faster than exports and that, in short, “we are not 
producing ourselves out of our deficit but are getting in 
deeper.” 

This viewpoint was expounded further in the Gov- 
ernor’s annual report to the Minister of Finance, pub- 
lished in March. Canada was attempting “to accom- 
plish too much too fast,” Mr. Coyne stated, and the 
effect must be “to weaken the ability of the Canadian 
economy to meet the difficulties of the next recession to 
come upon us from abroad, and to make more likely 
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the development of a domestic recession arising from 
excesses and structural strains within our own econ- 
omy. ...” He expressed the belief that “‘the longer the 
process of attempted overexpansion goes on, the more 
maladjustments will be built into our economy, and the 
more difficult and painful will be the readjustments 
which will in time be forced upon us.” 

The Governor continued to expand upon his thesis in 


About This Series 


In Canada, attention has for some time .been fo- 
cused upon certain aspects of the nation’s economic 
affairs. While no one doubts the immense wealth of 
Canada's resources, and the energy and initiative 
of her people, there are misgivings regarding 
particular tendencies that have appeared in the 
economy in recent years. Thus the belief has grown 
that the time may be ripe for a reappraisal of the 
principles upon which Canadian economic policies 
and practices have been based. 

Because of this interest, a series of articles in 
The Business Record will consider some of the 
difficulties facing Canada in the economic sphere. 
The articles, which will be published at intervals 
over the coming months, will not be organized into 
an integrated analysis of the entire question, but 
will provide an outline of some of the major prob- 
lems involved, the events that have given rise to 
them, and the actions that might conceivably be 
taken to effect their solution. 

It seems not inappropriate that this first article 
should be devoted to an examination of the issues 
raised earlier this year by Mr. James E. Coyne, 
Governor of the Bank of Canada, that aroused so 
much comment not only in Canada but abroad. The 
discussion sparked by Mr. Coyne’s statements has 
broadened in subsequent months and has merged 
with the wider analysis of economic policy, but it 
has lost none of its significance and represents an 
appropriate point of departure for a consideration 
of the subject as a whole. 
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another speech given to the Ontario Chamber of Com- 
merce in Hamilton in May, when he widened its impli- 
cations to the extent of declaring: 


“If we do not effectively change the trends of the past we shall 
drift into an irreversible form of integration with a very much larger 
and more powerful neighbor. | do not believe this is what Canadians 
want, for it means surrendering the very idea of Canadianism, the 
dream of Canada as a separate and self-supporting and self- 
managing nation, which gripped the imagination and stimulated the 
energies of the architects of the Canadian Confederation... ."’ 


National Discussion 


The interest aroused by Mr. Coyne’s utterances was 
immediate and widespread. The energetic response was 
hardly surprising, for the traditional preoccupation of 
Canadians with questions of national sovereignty, a 
natural consequence of their country’s location adjacent 
to a nation with ten times its population, has in recent 
years been concentrated very largely upon the economic 
sphere, and particularly on matters of trade and invest- 
ment. Mr. Diefenbaker’s accession to power in 1957 
owed much to the emphasis he placed upon the popular 
fear of United States economic domination, and public 
interest in the issue has not greatly waned since the 
election. The words of so eminent an authority as the 
Governor of the Bank of Canada therefore attracted 
wide attention, and the issue rapidly assumed the 
dimensions of a full-scale national discussion. 

Moreover, although Mr. Coyne’s position necessarily 
precludes any participation in political controversy, his 
statements were soon seized upon by those who attached 
a political value to them. Within days of the Winnipeg 
speech, Mr. Lester Pearson, Leader of the Opposition, 
raised the subject in the House of Commons, and he 
renewed his attack with increased vigor after the pub- 
lication of the Bank’s annual report. 


A Fuss about Nothing? 


The reaction of the government was that Mr. Coyne 
was exaggerating the problem. Mr. Gordon Churchill, 
Minister of Trade and Commerce, went so far as to 
intimate that the Governor was making a fuss about 
nothing. Canada’s current international indebtedness, 
Mr. Churchill noted, amounted to 44% of the gross 
national product in 1959, whereas the corresponding 
figure in 1939 had been 98% of total national output in 
that year. Similarly, the ratio of net interest and divi- 
dend payments to the gross national product was 1.4% 
in 1959, compared with 4.4% twenty years earlier. Mr. 
Churchill pointed to the sharp improvement in Ca- 
nadian exports in the first months of this year, and 
suggested that there was really nothing to worry about. 
If United States investors were prepared to lend capital 
to Canada we should be happy with our good fortune, 
which contrasted with the position of many countries of 
the world where investment capital was almost impos- 
sible to come by. 
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Canadian Balance of Payments, 1949-1959 
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The Minister of Finance, Mr. Donald Fleming, was 
not quite so sanguine, feeling that it would be in 
Canada’s long-term interest to use more of its imported 
capital for investment in wealth-creating productive 
facilities, rather than in activities geared to immediate 
increases in consumption. But he dismissed absolutely 
the idea of some kind of government control or direction 
of the country’s economic and financial processes in 
order to effect such a change. The budget speech, de- 
livered in early April, contained a few references to the 
question, but no indication was given that the govern- 
ment planned any action in this connection during the 
1960-1961 fiscal year. 

The division of the issue into a clear-cut debate on 
party lines, which took place in Parliament, was not 
reflected in the country at large, where the discussion 
took the form of a searching appraisal of the Governor’s 
viewpoint. Mr. Walter Gordon, former chairman of the 
Royal Commission on Canada’s Economic Prospects, 
agreed with Mr. Coyne in his belief that the scale of 
United States investment in Canada was endangering 
Canadian independence, and subsequently spoke of the 
need to reverse the trend under which “a staggering 
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number of our most dynamic industries have fallen into 
foreign hands.”’ But he advanced no program for bring- 
ing about this objective and recognized the difficulties 
in such a course, noting that the rejection of United 
States capital would entail a less rapid rate of growth in 
Canada’s economic potential and standard of living (a 
price which, Mr. Gordon claimed, Canadians had al- 
ways been prepared to pay once the need was explained 
to them). 

The statements of other businessmen and economists 
were more uncertain, however, as were the many news- 
paper editorials, magazine articles and treatises in 
learned journals devoted to the subject, and the discus- 
sion has remained for the most part a painful groping 
after enlightenment rather than a controversy between 
proponents and opponents of Mr. Coyne’s thesis. 


Recent History 


In any organized analysis of a question of this kind, 
the first requirement must be to review briefly the 
recent history of the situation. 

After having maintained an approximate balance on 
its current account throughout the first forty years of 
this century, Canada recorded substantial surpluses 
during World War II, largely owing to the heavy expor- 
tation of industrial raw materials and manufactured 
goods required by its allies or needed for the equipment 
of Canadian armed forces overseas. The ending of the 
conflict rapidly altered this situation, and with the single 


The Balance on Current Account 


Millions of dollars 


Merchandise Trade Non- Current 

—____———_ merchandise Account 

Imports Exports Balance Balance Balance 
WORD Retene 2,696 2,989 Pao —116 177 
VISOR casters 3,129 3,139 10 —344 — 334 
RWS Gia 6 4,097 3,950 —147 — 370 —517 
VO S224 sees 3,850 4,339 489 —325 164 
1953.5. 4,210 4,152 —58 —385 — 443 
LO SA ester 3,916 3,929 13 —445 — 432 
VOSSR cs ce 4,543 4,332 =211 — 487 —698 
LI S6. Bobs 5,565 4,837 —728 — 638 —1,366 
UO5SZ wneiersiee 5,488 4,909 —579 —845 —1,424 
1958 Secs 5,066 4,887 —179 —952 —1,131 
TO SO ras rs 5,533 3, a3 — 380 —1,429 


—1,049 


1 Subject to revision 
Source: Dominion Bureau of Statistics 


exception of 1952, when exports were again expanded as 
a result of the Korean war, current account deficits have 
been registered in every year since 1950. Moreover, the 
deficits have been growing, as is indicated in the accom- 
panying table, and last year reached a record total of 
more than $1.4 billion. 

The increasing deficits derive from both the excess of 
commodity imports over exports and the gap between 
payments and receipts for “‘invisibles.”’ The deficit in 
respect to the former, the merchandise account, has 


fluctuated quite widely in recent years, and the 195§ 
figure of $380 million, although more than twice as greai 
as that of the previous year, was well below the corre. 
sponding amounts for 1956 and 1957. 

The deficit on the nonmerchandise account, on the 
other hand, has increased almost continuously since 
1949, and last year stood at over $1 billion. Contributing 
to this total are freight and shipping charges, trave 
expenditures, remittances of interest and dividends or 
foreign investments, various other miscellaneous capita 
transactions, and movements of gold. The item that. ha: 
shown the largest adverse balance for many years i 
that for net remittances of interest and dividends or 
investments abroad. Receipts by Canadians from invest 
ments in other countries amounted in 1959 to $183 mil. 
lion, compared with $656 million received by foreigr 
investors on their holdings in this country; the resultant 
deficit of $473 million formed almost one third of the 
total current account deficit in that year. 


Expansion of Capital Inflow 


The other side of the coin—the inflow of foreigr 
capital into Canada that has financed the current ac 
count deficit (and, in its turn, given rise to the heavy 
outflow of interest and dividends just referred to) —ha: 
expanded correspondingly in the postwar, period. The 
largest category of such inflows has been direct invest 
ment by foreign corporations in operating subsidiaries i 
Canada. Starting at the modest level of $40 million 
1946, the amount of new capital being invested it 
Canadian enterprises each year increased to a peak o 
$583 million in 1956, and last year the figure stood a 
exactly half a billion dollars. Canadian direct invest 
ments abroad, by comparison, although substantia 
when measured per head of population, reached ¢ 
maximum of $104 million in 1956 and in 1959 fell t 
$60 million. Net direct investment in Canada therefor 
amounted to $440 million, or over 30% of the tota 
surplus on capital account. 


Sale of Securities Issues 


The second most important category of capital move 
ments into Canada results from net sales abroad of ney 
issues of Canadian securities, both government an¢ 
corporate. Such transactions resulted in the inflow of ¢ 
record $665 million in 1957 and of $459 million last year 
Sales of corporate securities, which were for severa 
years the principal contributor to this total, declined i 
1958 and 1959, but there has been a pronounced increas 
in offerings in foreign markets of Canadian provincia 
and municipal bonds, receipts from which togethe 
amounted last year to $419 million, again approxi 


mately 30% of the total capital account surplus. 


As a result of these massive capital inflows, Canada’ 
balance of international indebtedness has _climbet 
steadily from just under $4 billion in 1946 to over $1 
billion in 1959. 

Moreover, the demand for Canadian funds caused bj 
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the large-scale movement of investment capital into 
Canada has affected the U.S.-Canadian dollar exchange 
rate. The Canadian dollar has been at a premium over 
United States currency since 1952, the difference rising 
at times as high as 6%. This development, however 
satisfying it may have seemed to the national pride, has 
raised the prices of Canadian exports and lowered those 
of goods entering the country, thus tending further to 
increase the trade deficit and worsen the balance-of- 
payments problem. 


Origins of Problem 


Before proceeding any further, it would be as well to 
note that such a situation, though it may not have 
occurred elsewhere in exactly the same way, is in its 
broad characteristics similar to that experienced by 
many other countries at parallel stages of their develop- 
ment. An examination of the origins of the problem will 
rapidly reveal factors common to other nations at this 
and other times, and may help to bring the question into 
truer perspective. 

These origins might be summarized as follows. Can- 
ada is a country of 17 million inhabitants situated along- 
side a nation with ten times this population. Its large 
and powerful neighbor, the United States, has built up a 
massive industrial economy with an enormous appetite 
for raw materials of all kinds, many of which are no 
longer available in sufficient quantities from within its 
borders. Being blessed with rich resources of a number 
of these needed raw materials, Canada has been able to 
build up a large export trade with the United States 
(and, to a lesser extent, with other industrial powers), 
exchanging its primary products for their manufactured 
goods. 

It is not surprising that the industries utilizing these 
Canadian commodities have sought to initiate and 
control their exploitation. The capital available in 
Canada for such operations is frequently not adequate 
for their development on the required scale, and there 
are, in addition, considerable advantages in the integra- 
tion of companies’ manufacturing or processing activi- 
ties in the United States with the production of their 
raw materials in Canada. 

However, this has been only one of the reasons for the 
inflow of United States investment funds into this 
country. Another equally important reason derives from 
the Canadian tariff on imports of manufactured goods, 
which has encouraged the establishment in Canada of 
subsidiary plants of United States companies. This 
tendency has been particularly marked in the case of 
such categories as the automobile, electrical apparatus, 
chemical, and rubber industries,! where the access of 
Canadian subsidiaries to capital and technical resources 
(and, in some instances, component parts) available 


1Tn 1956, the following proportions of the total capital employed in 
the industries concerned were controlled in the United States: automo- 
biles and parts, 95%; electrical apparatus, 63%; chemicals, 51%; 
Tubber, 88% 
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from the parent corporations in the United States has 
provided a substantial advantage over locally owned 
concerns. The resultant success of these subsidiaries has 
naturally disposed United States companies to invest 
further funds in their development. 

The remaining categories of foreign investment in 
Canada have derived largely from the other two. The 
rapid economic expansion that has occurred in Canada 
since the end of the Second World War, and the large 
amounts of capital being poured into the country by 
industrial interests, have made Canadian investments 
extremely attractive, so that great numbers of corporate 
and individual investors in the United States and else- 
where have been happy to add to the flow. The shares 
of Canadian companies have been eagerly purchased on 
foreign stock exchanges, and bond issues, either cor- 
porate or governmental, have been equally successful. 

The heavy surplus on capital account that has re- 
sulted from these capital inflows has made possible a 
corresponding deficit on current account. Indeed, it has 


Current Account Balances between Canada 
and Principal Countries and Areas 
for Selected Years, 1949-1959 


Millions of dollars 


1949 1953 1955 1957 1958 19592 
United States..... —601 —904 —1,035 —1,568 —1,176 —1,215 
United Kingdom... 446 133 330 138 104 47 
Other sterling area 135 83 60 9 65 12 
Other OEEC 
countries?...... 185 173 24 21 13.9 —149 
Other countries... . 12 72 —77 —24 -—137 —124 
All countries...... 177 —443 —698 —1,424 —1,131 —1,429 


1 Subject to revision 
2 Including overseas territories 
Source: Dominion Bureau of Statistics 


to some extent contributed to such a deficit, as com- 
panies setting up operations in Canada have required 
machinery and other kinds of capital goods, many of 
which are not produced domestically (even where they 
are, the company will often prefer to import a machine 
of a particular type familiar to its engineers, rather than 
rely on the local product). Furthermore, enterprises 
started with foreign capital have increased employment 
and raised incomes, stimulating demand for consumer 
goods, not all of which are manufactured in Canada. 


Similar Situations Elsewhere 


This pattern of events is, as has been stated, by no 
means unusual. Primary producing countries in Asia, 
Africa, Australasia, and Latin America have been sub- 
ject to similar influences, receiving large amounts of 
investment capital, both direct and portfolio, from the 
nations of Europe and North America that form the 
principal markets for their exported raw materials and 


agricultural products. Their establishment of tariff- 


protected secondary manufacturing industries has drawn 
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The Balance on Capital Account, 1949-1959 


1949 


Millions of dollars 


1950 


Foreign direct investment in Canada?..............++4+ 94 222 
Canadian direct investment abroad?.............02+0+ 13 36 
Net sales of new issues of Canadian securities 
Government of Canada (incl. guaranteed)........... na. na. 
Provincial (incl. guaranteed). ...........e0cececeee n.a. n.a. 
Municipal (incl. guaranteed)... .......0e ec ceeeeees n.a. n.a. 
Corporate bonds’  ..5.c. 5 5 sis er sceus's etalausiale wie Sieieleiestlase n.a. n.a. 
Corporate stocks s.atcas cy G staves ve bee gtuareie cen na, n.d. 
Sub-fotal:, Se ccsucks swbaukeShtac eis «stuliare mares stein ane —42 -74 
Other transactions in bonds and stocks. ............00% 28 405 
All other’ Hema ciaisiere « huteye ease Sete oe ae wa eieeelcebelets —270 —255 
Total capital account balance.............0+2000. —177 334 


1 Subject to revision 
2 Exclusive of unremitted earnings 


in further capital and led to the formation of subsidiary 
plants from their more industrialized trading partners in 
the same way as has been the case in Canada. Examples 
of countries which are in much the same position as 
Canada in these respects are Australia, South Africa, 
and Brazil, all of which are large-scale exporters of 
primary products but at the same time have built up, 
with tariff protection, substantial secondary manufac- 
turing facilities. 

The major difference between the position of Canada 
and of these other countries in regard to foreign invest- 
ment is one of degree. Capital inflows into Australia, for 
example, in the ten years ending in 1957, were only 
about $1.5 billion—little more than one third the rate, 
in proportion to that country’s gross national product, 
of foreign investment in Canada in the same period. 
Moreover, the source of the investment capital entering 
Australia was not concentrated so heavily on one coun- 
try: only approximately 60% of the Australian total 
came from Britain, the principal contributor, whereas 
more than 75% of the foreign investment in Canada in 
recent years has originated from the United States. 


“Normality” of Canada’s Position 


It is the scale of the capital inflow, and the single 
source from which most of it is derived, that has caused 
the misgivings expressed in Canada to be more pro- 
nounced than elsewhere, but these facts should not blind 
us to the basic “normality” of Canada’s position, given 
the particular environment and circumstances in which 
she has developed. Canada has attracted more outside 
capital than most other countries because of her unusu- 
ally fortunate proximity to the richest and most power- 
ful industrial nation in the world, and because her own 
economic prospects, allied to her political stability and 
the industriousness of her population, make her appear 
a particularly sound and profitable place in which to 
invest. 

The normality of Canada’s situation, as well as the 
kinds of dangers it may hold, can perhaps best be illus- 


1951 1952 1953 1954 1955 1956 1957 1958 19591 
309 346 426 392 417 583 514 420 500 
—20 -—77 -63 -81 -—74 —104 —68 —48 —60 
na. —17 —78 —61 —95 -—-74 —13 51 —45 
na. 69 «115 63 —16 209 111 123 293 
na. 29 61 17 25 |. 94, 999) ai Oeeebee 
na. 124 51 98 1] 232°) 432300, Sagem 
na. 22 40 11 57: | 68..° 36 | -27erneeee 
227. 227 «189 «=—-«128:—S—s —-18 «= «5526 665 s«519— 459 
53 —102 —31 39 —33 201 98 91 166 
—52 —558 —78 —46. 406 160 215 149 364 
517 —164 443 432 698 1,366 1,424 1,131 1,429 


n.a.—Not available 
Source: Dominion Bureau of Statistics 


trated by an analogy with the business corporation. An 
expanding company without sufficient internal resources 
may obtain the necessary capital for development by 
attracting investment, either bond or equity, and its 
““ndebtedness”’ to these stock- and bondholders remains 
outstanding indefinitely. Moreover, the size of the 
“debt” is frequently very large when compared with the 
company’s annual turnover. This position is entirely 
normal and healthy, but there are circumstances in 
which the reliance upon invested or borrowed funds will 
be considered unhealthy and dangerous, and examina- 
tion of these circumstances indicates the types of dangers 
that may exist in the current international investment 
position of Canada. 

A company may be felt to be in danger where its 
expansion plans, and consequent cash requirements, 
begin to exceed reasonable expectations of the demand 
for its product; where a change of the attitude of inves- 
tors towards the concern (of such dimensions as its 
management might be expected to anticipate) would 
cause financial embarrassment; where the invested or 
borrowed funds are being misapplied, so that they are 
not resulting in a satisfactory increase in the company’s 
output or efficiency; or, in certain cases, where there 
appears to be a risk of a high proportion of the com- 
pany’s shares, such as might secure effective control, 
falling into the hands of a single stockholder. 


Critics’ Fears 


Translating these factors into terms of the Canadian 
economy, some of the fears of Mr. Coyne and similar 
critics become apparent. These people are worried that 
the increase in Canada’s productive capacity in the past 
few years has exceeded any reasonable expectation of 
demand for the products of the economy. They feel that 


- the rapid expansion of the postwar years may have 


created an exaggerated impression of the country’s long- 
term outlook and that the investment inflows that have 
been encouraged as a consequence of this overoptimism 
are predicated upon a rate of growth that it may not be 
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possible to maintain. If this is the case, the repayment 
of the debt will place a heavier burden on the economy 
than was envisaged when it was incurred. 

In addition, misgivings have been expressed lest a 
marked change in the attitude of foreign investors 
towards Canada as a rewarding area in which to place 
their funds (in consequence of either internal or external 
factors) should lead to a sudden decline in the inflow of 
investment capital. Since this capital inflow has served 
to finance the current account deficit, such an eventual- 
ity would necessitate a corresponding reduction in the 
deficit on current account. But this reduction would be 
made more difficult by the fact that the level of interest 
and dividends payable on the existing foreign debt 
would remain high—and indeed would continue to rise, 
though at a decreasing rate—for as long as the total size 


Nonmerchandise Transactions in the 
Balance on Current Account 


Millions of dollars 


Gold Travel Interest Freight 

Production Expendi- and and Other 

Available tures Dividends Shipping Items Balance 

for Export (net) (net) (net) (net) 
nIAD Ss . 139 92 — 307 50 — 90 —116 
1950... 163 49 — 384 —17 —155 —344 
TOSI... 150 —6 —335 —3 —176 — 370 
1952",.:...150 —66 —268 8 —149 —325 
1953... 144 —63 —239 — 56 —171 —385 
HO54,..° 155 —84 —276 — 43 —197 —445 
H955... 155 —121 —323 —17 —181 — 487 
1956... 150 —161 — 381 —45 —201 — 638 
1957... 147 —162 — 433 —70 —327 —845 
1958... 160 —193 —444 —59 —416 —952 
1959’... 148 — 200 — 473 —90 —434 —1,049 


1 Subject to revision 
Source: Dominion Bureau of Statistics 


of the debt still grew. In the absence of any substantial 


| 


expansion of demand for Canada’s exports, or some 


similar fortuitous factor, it is suggested that the situa- 


tion could be resolved only by a sharp contraction in 


imports, a necessity which, in view of this country’s 


_ heavy dependence on imported manufactured goods, 
_ could lead to considerable economic dislocation. 


) Where Has the Money Gone? 


| 


_ Another cause for perturbation among those who are 
' disturbed by the high level of investment inflows is the 
_Mmanner in which such capital appears to have been 
_ spent recently. The rate of capital expenditures (of both 
domestic and foreign origin) in Canada has, in recent 
| years, been considerably greater than in the United 
States—amounting to more than 25% of the gross na- 
tional product in this country as against less than 20% 
| south of the border—but the increase in the production 
of goods and services has been much the same in each 
case. The greater absorption of investment capital, 
without a corresponding gain in the rate of production, 
suggests to these critics that the capital has been spent 
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on the development of facilities “for our greater com- 
fort and enjoyment” rather than upon those that would 
expand output. 

The widening of the current account deficit that has 
accompanied the increasing investment inflow is also 
cited as an indication that the available funds are being 
misapplied. It is suggested that much of the incoming 
capital is serving only to bolster imports, rather than to 
stimulate the domestic economy, a development. con- 
sidered particularly unfortunate at a time when many 
Canadian industries are operating below capacity (as a 
number have been since the 1957-1958 recession) and 
when unemployment is at relatively high levels (averag- 
ing 6.2% of the labor force, on a seasonally adjusted 
basis, in the first six months of this year). Moreover, it 
is noted that the increase in imports has been concen- 
trated primarily in consumer goods, foreign purchases of 
which rose by more than 70% between 1952 and 1957 
as compared with a gain of less than 30% for capital 
goods and industrial materials. 


A Single “Stockholder” 


Finally, there is the fear that the high proportion of 
the investment inflow originating from one source repre- 
sents a danger that effective control of the Canadian 
economy is passing into the hands of a single “stock- 
holder’ —the United States. As has already been noted, 
approximately three quarters of the direct and portfolio 
investment in this country has in recent years originated 
in the United States; an even larger proportion, some 
85%, of Canada’s total current account deficit is ac- 
counted for by the deficit with the United States. Since 
Canadians share with most peoples the desire to remain 
nationally independent and self-sufficient, and since the 
realization of that desire has historically required con- 
stant resistance against the manifold pressures tending 
to draw Canada into the orbit of its immensely more 
powerful neighbor, the apprehension felt at the extent of 
their country’s present reliance upon American capital 
and upon trade with the United States is perhaps under- 
standable. 


Need for Prediction 


In attempting to assess the validity of these fears, it 
must be noted that questions of this kind are not 
susceptible to exact evaluation, any more than are the 
parallel business problems previously discussed. One 
reason for this ambiguity is the degree of prediction 
implicit in the consideration of such matters. Some kind 
of forecast of the Canadian business outlook must be the 
basis of the belief that the build-up in productive 
capacity that has occurred in recent years, in substan- 
tial part as a consequence of the high rate of foreign 
capital investment, has gotten out of line with any reason- 
able expectation of demand for the products of the 
economy. Prognostications of Canadian economic pros- 


-pects differ widely at the present time, the extremes 


ranging from unadulterated optimism to forebodings of 
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imminent depression, and the truth or falsity of this 
critical thesis will be decided by which of these two 
extremes (or which area of the middle ground between 
them) proves to be the actual course of events in the 
next few years. 


A Period of Caution 


About all it seems safe to say at the moment is that 
more caution is apparent among Canadian businessmen 
than at any previous time, other than periods of actual 
recession, in the past fifteen years. The most recent of 
the surveys of capital investment intentions carried out 
by the federal Department of Trade and Commerce 
revealed that capital expenditures on new plant and 
equipment planned by the business sector (excluding 
housing) for 1960 amounted to a total of just over $5 
billion. This figure is well below the level of actual 
expenditures for such purposes in 1957, before the last 
recession started, and less than 8% above that of 1959, 
the smallest year-to-year increase of any “recovery” 
year since the war. 

This evidence seems clearly to suggest that many 
companies are conscious of having temporarily over- 
estimated markets and overexpanded capacity and are 
therefore curtailing their capital investment programs. 
It seems unlikely that expenditures will be stepped up 
again until existing surplus capacity has been absorbed 
and managements have become confident that a new 
surge of growth in demand is under way. In these cir- 
cumstances, the warnings of those who believe that the 
rate of investment has been excessive may be justified, 
but a little late to be of value. 

Another difficulty in assessing the validity of these 
arguments lies in the problem of gauging the precise 
effects of economic changes. The repercussions of a 
sharp decline in investment inflows are not supposed, in 
theory, to be at all those feared by Mr. Coyne and simi- 
lar critics. Such a decline, aecording to the textbooks, 
would cause a reduction in the demand for Canadian 
funds and a consequent lowering of the value of the 
Canadian dollar in terms of other currencies. 


Effects of a Decrease 


One of the immediate effects of this movement would 
be a decrease in the cost to foreigners of Canadian ex- 
ports and a rise in the cost to Canadians of their imports 
from abroad. This would probably lead to a narrowing 
of the current account deficit, which would produce a 
new equilibrium in the over-all balance of payments. In 
so doing, it would serve to relieve the import pressure on 
Canadian domestic industry that has also been com- 
plained of. The question is, however, whether this 
process would take place rapidly enough to prevent a 
crisis, which, even though it might be of relatively short 
duration, could cause serious damage to the economy. 

Unfortunately it is impossible to know. Crises of this 
kind have occurred elsewhere in somewhat similar cir- 
cumstances, but the cases are not, of course, carbon 


copies of the present Canadian situation; and economic 
phenomena, like most historical events, never quite re- 
peat themselves. 


Likelihood of an Investment Slowdown 


It is, furthermore, relevant to ask whether the sort of 
rapid decline in investment inflows that has been spoken 
of is, in fact, likely to occur, for if not, any speculation 
as to its effects is of little more than academic interest. 
Undoubtedly there are grounds for believing that the 
enthusiasm of American investors for Canada may not 
be indefinitely sustained. The principal basis for this 
belief lies in the relatively modest performance of the 
Canadian (indeed of the whole North American) econ- 
omy in the past few years as compared with the dynamic 
expansion under way in Europe. The European growth, 
coupled with the establishment of the European Eco- 
nomic Community (or “Common Market”), which 
gives a trading advantage to plants located within the 
area, has stimulated large-scale United States invest- 
ment in Europe (total United States direct investments 
in Western Europe are estimated to have reached $4.8 
billion by the end of last year). 

It is considered likely in many quarters that these 
developments cannot help but cause a decline in the 
rate of United States investment in Canada, Thus far, 
there is no evidence that such a decline has taken place; 
indeed, the inflow in the first half of 1960 appears to 
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have been substantially greater than a year earlier. 
Nevertheless, the possibility of a realignment in United 
States investment cannot be ignored, especially if 
growth rates in Europe continue to exceed those in 
North America. 

However, there are many who believe that if such a 
change in United States investment patterns did take 
place, its effects on Canada would be largely offset by a 
further consequence of the same factor—the expansion 
of Western Europe—that was its cause. These ob- 
servers point to the fact that Europe is currently enter- 
ing what Professor W. W. Rostow has described as the 
period of “high mass consumption,” a phase that creates 
heavy demands for precisely the kinds of industrial raw 
materials that Canada is so well able to produce. Since 
the only other substantial sources of these materials for 
Europe are Africa, whose future is doubtful, and Russia, 
on which Europeans are unlikely to rely for a high 
proportion of their supplies, it is felt that European 
capital will be entering Canada on a large scale before 
long. Thus it is suggested that there is no need to fear 
the results of a decline in United States investment in 
Canada, whatever its likelihood may be. 


Investment Misapplied? 


Equally hard to assess is the belief that much of the 
capital investment in Canada (originating from both 
domestic and foreign sources) has been misapplied. The 
fact that the capital invested does not seem to have been 
as productive as the similar expenditure in the United 
States proves little, as the two economies are different in 
many important respects and the types of activity in 
which the investment has taken place are probably also 
different. To take two other adjacent (and in many 
respects similar) economies in another part of the world, 
an increase in gross fixed capital formation in Germany 
of 51% between 1953 and 1958 contributed to a gain of 
almost 40% in gross national product, whereas in neigh- 
boring Austria an expansion of 80% in capital formation 
was required to achieve a similar 40% rise in national 
output. 

It is quite possible that a part of the capital invested 
in Canada in recent years has gone towards the build-up 
of capacity in anticipation of future demand rather than 
towards immediate production increases, and that some 
of this increased capacity may prove to be greater than 
is warranted. However, in the absence of the mass of 
information that would be required to answer such a 
question, it is impossible to do more than hazard a 
guess, an activity that contributes little to a serious 
discussion of the matter. 


The Larger Issue 


The truth is, in fact, that many of the issues in this 
debate cannot be conclusively evaluated, but are bound 
to be considered largely on the basis of personal supposi- 
tion, prediction, and hunch, which are unreliable arbi- 
ters. But a far more serious obstacle to a clear-cut 
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determination of the question is that it is but one aspect 
of the far larger perspective of Canada’s entire economic 
(and to a considerable extent political) future, and can- 
not realistically be discussed in isolation. 

Thus the statement by Mr. Coyne that Canada’s 
acceptance of large-scale capital investments from 
abroad is based upon an attempt to “accomplish too 
much too fast”’ cannot be answered intelligently without 
first deciding the objectives of Canadian economic 
policy and the pace of expansion necessary in order for 
those objectives to be realized. Similarly the belief, also 
mentioned by the central bank Governor, that foreign 
investors have been encouraged to place their funds to 
too great an extent in primary industries, where the 
labor requirement is not large, inevitably begs the ques- 
tion of whether Canada’s best interest does or does not 
lie in the stimulation of activities that will employ a 
large population. 


Canada and the United States 


Still more dependent upon wider considerations is the 
issue of United States domination of the Canadian 
economy. So basic a difficulty cannot be debated simply 
in terms of American investment, but must involve 
analysis of Canadian history and nationality, and of the 
country’s political aims and aspirations, as well as of the 
many economic factors involved. 

There is every indication that Mr. Coyne and his 
sympathizers are aware that the points they have raised 
must be considered in a wider context. From the begin- 
ning, it was apparent that the Governor recognized the 
broader implications of his remarks, and the emphasis 
in his more recent statements has moved perceptibly 
away from the particular dangers associated with 
balance-of-payments difficulties to these more funda- 
mental problems. Symptomatic of this consciousness of 
the need to return to first principles is the comment in 
his Hamilton speech: 


“The cost that must be shared, the price that must be paid in the 
short run, in order that we may all be better off in the long run, and 
in order that we may all remain Canadians in the long run, is not 
in my opinion a very high price, but obviously it is more likely to be 
voluntarily accepted and undertaken if we all know and study and 
face up to the facts, and reach a broad measure of agreement on 
what we want fo achieve and what methods are best calculated to 
bring about the desired achievement. "' 


The attempt to reach this “broad measure of agree- 
ment” on the basic aims and objectives of Canadian 
policy seems likely to be a continuing preoccupation for 
some time to come. Future articles in this series will 
attempt to indicate the kinds of questions that will be 
considered by those pursuing the discussion. These 
questions will concern such matters as Canada’s rela- 
tions with the United States and with other countries; 
the relative merits of “free” and “‘protected” trade; the 
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PROSPECTS FOR CAPITAL OUTLAYS 


APITAL spending, which has risen steadily from 
its own recession low in late 1958, will apparently 
level off late this year. According to a joint 

report by the Department of Commerce and the Securi- 
ties and Exchange Commission, new plant and equip- 
ment outlays by nonagricultural business are now 
estimated at $36.4 billion for 1960—12% above 1959, 
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but 2% short of the record $37.0 billion spent in 1957. 

Expenditures were at a $35.2- and $36.3-billion an- 
nual rate (seasonally adjusted) in the first and second 
quarters of 1960; outlays for the third quarter are 
expected to increase further to $36.9 billion. The 
October-December period is also estimated to reach the 
third-quarter level, raising the question of whether a 
cyclical peak is in the offing for this critical dimension of 
business activity. 

The current performance and short-term prospects of 
capital investment can be viewed in three ways. There 
are, of course, a variety of business indicators related to 
the plant and equipment sector that can be studied. 
Secondly, comparisons can be drawn between the be- 
havior of capital spending in the present cycle and in 
past postwar cycles. Lastly, certain relationships be- 
tween capital expenditure and its determinants can be 
measured by correlations, and insights can be developed 
on the relative adequacy or normalcy of the present 
spending rate. 


Capital Goods Indicators 


The various “leading” business indicators in the 
capital-goods sector fail to place the short-term picture 
in any clear focus. Fluctuations in anticipated invest- 
ment among the major industries during the second half 
of this year reveal no clear trends. 

Manufacturers’ outlays are expected to decline from 
a seasonally adjusted annual rate of $14.7 billion in the 
second quarter to $14.6 billion in the third quarter, but 
then are supposed to resume their upward climb to $14.8 
billion in the last three months. Spending by durables 
manufacturers is expected to be $7.3 billion for both the 
third and fourth quarters, compared with $7.4 billion in 
the second quarter; in contrast, manufacturers of non- 
durable goods put their expenditures at $7.5 billion in 
the fourth quarter, $200 million above the two preceding 
three-month periods. (Among individual industries, 
only producers of nonelectrical machinery and chemicals 
and allied products plan to increase their investment 
from the third to the fourth quarter.) In nonmanufac- 
turing, only public utility spending shows a rising trend 
for the second half. | 

A rundown of the other series that affect spending 


rates also provides a mixed picture. Contract awards for — 


commercial and industrial construction have been firm 
at rates about 5% above last year; in July they amounted 
to a seasonally adjusted rate of 38.4 million square feet, 
as against 37.6 million in July, 1959. Backlogs and new 


BUSINESS RECORD 
3 
a 


i 


_orders in the machinery industry (a rough indicator at 


best) are close to last year’s rates, despite the lack of 


any marked strength in recent months. 


On the other hand, net new orders for machine tools 
fell sharply below their comparable 1959 level in July, 


and Tur Conrerence Boarp’s own capital appropria- 
tion series showed a seasonally adjusted decline of 8% 
from the first to the second quarter of 1960 and a drop 


of 11% below the same quarter a year ago. The more- 


than-ample capacity available to many industries is 
clearly reflected in the Federal Reserve’s index of 


materials output as a per cent of capacity, which fell 


_to 76% in August, extending a drop begun in January. 


An important question mark still surrounds corporate 


cash flow (retained earnings plus depreciation), out of 
which capital outlays are largely financed. The cash 


flow declined about $2 billion in the second quarter, to 


about $31.7 billion (annual rate). But the effects of this 


drop are uncertain. Taken alone, the amount of cash 


moving into corporate treasuries during the April-June 


quarter still seemed high enough to support a further 


advance in capital outlays (for 1956, a smaller cash flow 


financed roughly the present level of capital-goods 


spending). However, the very occurrence of the decline 


may have adversely affected business expectations. 


Cyclical Comparisons 


In appraising the capital-goods market on the basis of 
parallels with the two previous postwar cycles, the com- 
parisons seem unfavorable on the surface. Plant and 
equipment spending has not yet reached its late 1957 
peak of $37.8 billion; it took only eight quarters for out- 


lays to exceed their prerecession highs following the 
1948-1949 and 1953-1954 recessions (see chart). Simi- 


larly, if planned expenditures for the fourth quarter 
prove accurate, outlays will still be about 2% below 


their 1957 peak; in comparable periods, outlays were 


27% and 22% above their prior cyclical highs. 
Differences in these rates of recovery may be ex- 


plained partially by the existence of “special’’ factors 
during the two earlier periods, which were superimposed 
upon already favorable conditions provided by an up- 


turn in general business activity. The 1950-1953 rise 


was doubtless influenced by the Korean war and the 
issuance of accelerated amortization certificates for 
defense-related plant and equipment. The 1955-1957 
advance was, in part, attributable to buying in anticipa- 
tion of price increases for business equipment which, in 
turn, reflected pressures on operating capacity in many 


: 


branches of the capital-goods industry. The drop in 


plant and equipment outlays during 1953-1954 was of 


relatively moderate proportions (11% compared with 

20% in 1948-1949 and 22% in 1957-1958), owing in 

some measure to the repeal of the excess-profits tax. 
In contrast, the 1958-1960 expansion in expenditures 


is occurring in a business environment notably lacking 


any “‘special” catalysts. The factors normally associated 
with a cyclical expansion—a rising cash flow, favorable 
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business expectations, and increased output relative to 
capacity —have thus far supplied the main impetus. 


Past Relationships 


The capital-goods market may also be examined by 
appraising past statistical relationships between capital 
spending and some of its determinants. The corporate 
cash flow, the unfilled orders-sales ratio in manufactur- 
ing (which was selected to reflect pressures on capacity), 
and per cent changes in prices of producers’ finished 
goods were chosen as independent variables, and were 
tested for their best regression relationships to capital 
spending in the periods 1948-1959 and 1953-1959. For 


.the longer period, the best results were obtained with 


corporate cash flow and unfilled orders-sales ratio lead- 
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ing capital spending by two quarters. (In this equation, 
price trends were ignored, but a time trend was added 
as a third variable to reflect growth in the total econ- 
omy.) The multiple correlation coefficient was 0.955, 
but the standard error of estimate ($1.7 billion) was 
relatively high (see chart). Nevertheless, the three inde- 
pendent variables seem to explain a considerable portion 
(about 91%) of the postwar variation in plant and equip- 
ment outlays. 

A major part of the error in the calculated series 
occurs in 1956-1957, when actual outlays ran well above 
the calculated, and in 1959, when the reverse occurred. 
In the former period, hedge spending against future 
price increases in capital goods was an important factor. 
However, when a fourth variable measuring price 
change in producers’ finished goods was added, it was 
not found to be statistically significant. The disparity in 
the second half of 1959 was apparently owing to the 
steel strike, which tended to raise calculated expendi- 
tures when the cash flow and unfilled orders-sales ratio 


were abnormally high early in the year, and then de- | 
pressed them in early 1960 when the strike’s effects in the © 


later half of 1959 were reflected in the equation. 


In terms of direction only, capital outlays derived — 


from the equation of relationship moved the same way 
as actual spending thirty-four out of forty-six times. 


However, more than half of the twelve instances that — 
the two series moved in opposite directions could be . 
accounted for nonstatistically by the distorting influ- 
ences of the Korean war (and the ensuing repeal of the — 


excess-profits tax) in the 1951-1954 period. 

At cyclical turning points, the results are varied. 
Calculated outlays anticipated the peak and trough of 
actual spending in the 1948-1949 downturn and approx- 
imated the 1953 peak, but clearly missed the 1955 
trough. The computed series fell one quarter before 
actual spending declined in mid-1957, but anticipated 
the bottom in 1958. | 

A substantially improved fit of the actual data was 
obtained when only the years from 1953-1959 were 


Capital Spondias in the Postwar Period 


BILLIONS 


-4 
1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 


15 
1948 1949 1950 


Quarterly data are seasonally adjusted at annual rates 


1951 1952 1953 


1954 


1958 1959 1960 


1959 


1955 1956 1957 1958 1960 


Capital spending includes both corporate and unincorporated enterprises but excludes agricultural outlays and expenditures charged to current expense 


Calculated expenditures are based on a corporate cash flow and unfilled orders-sales ratio (manufacturing) lead of two quarters and a time variable. Third-quarter-1960 data in the actual series 
and fourth-quarter-1960 data in both series are estimated; residuals are actual less calculated outlays 


Sources: Department of Commerce; Securities and Exchange Commission; The Conference Board 


BUSINESS RECORD — 


used. Here the addition of a six-month per cent change 
-in prices for producers’ finished goods with a four- 
- quarter lead accounts for most of the unexplained 1956- 
1957 rise in capital spending (see chart). Inclusion of the 
_ price variable, which is an effort to represent the effects 
- of price expectations on capital-goods buying, raises the 
multiple correlation coefficient from 0.879 (when only 
cash flow and the unfilled orders-sales ratio is used) to 
0.975, and reduces the standard error of estimate from 
$1.9 billion to $0.9 billion. (The equation does not in- 
‘clude a time variable, which was found insignificant.) 

Both the 1948-1959 and 1953-1959 equations suggest 

a decline in capital outlays for the fourth quarter of 
1960. However, the calculated levels differ significantly. 

- The longer-term equation estimates calculated spending 

_ ($36.3 billion) close to actual outlays. On the other 
hand, the 1953-1959 equation implies that the late-1960 
spending rate is considerably above its average relation- 
ship to the three series. 

It should be emphasized that the historical relation- 
ships underlying the calculated series have been con- 
siderably affected by “outside” influences during the 
postwar years (such as the Korean war, major strikes, 

and legislation). Furthermore, these average relation- 
ships conceal possibly wide variations in the impact of 
the three variables upon capital-spending rates during 
short periods of time. 

The use of the price variable is a case in point. The 
notable lack of strength in capital-goods prices has 
helped to depress the calculated levels derived from the 
short-term equation for late 1960. The sharp difference 

_ between the actual and calculated series in 1960 may be 
exaggerated, since price stability in business equipment 
under present conditions may tend to discourage spend- 


The Estimating Equations 


1948-1959 


1, Y= 2.0+0.72705X,+3.15312X2+0.10386X3 
r (multiple correlation coefficient) = 0.955 
r? (coefficient of determination) = 0.912 
Sy (standard error of estimate) = = $1.66 billion 


1953-1959 


. Y=4.8+0.73356X,+2.58343X2+1.11786X,4 
= 0.975 
r? = 0.950 
Sy = + $0.89 billion 


Where: Y is capifal expenditures by nonagricultural business 
X; is the corporate cash flow (retained earnings and 
depreciation) with a two-quarter lead 
X2 is the ratio of unfilled orders to sales in manufacturing 
with a two-quarter lead 
X3 is a time trend 
X4 is the six-month percentage change in prices of pro- 
ducers’ finished goods with a four-quarter lead 


Note: Capital outlays and corporate cash flow are seasonally 
adjusted at annual rates; unfilled orders-sales ratio is a 
quarterly average. 
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The Role of Price Anticipation in Capital- 
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been added to the equation 
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ing less than price increases tended to stimulate them 
under 1956 conditions. A relatively large proportion of 
current outlays is for modernization rather than expan- 
sion, and hence the total may be less sensitive to a 
change in price expectations. 

The composition of cash flow has also undergone 
changes that may affect its impact on capital outlays. 
Depreciation allowances now account for a substantially 
larger proportion of the total than in earlier years, and 
hence suggest greater stability and dependability in 
future movements of the cash flow. In addition, the 
increasing relative importance of certain nonmanufac- 
turing industries (particularly communications and pub- 
lic utilities, which characteristically depend more on 
external sources of funds) may diminish the role of cash 
flow as a capital-spending determinant and increase the 
role of interest rates. 

Jack RuBINson 
Division of Business Analysis 


A New Survey: 


Capital Appropriations for Foreign Operations 


APITAL APPROPRIATIONS for foreign opera- 
tions of American manufacturers were 20% higher 
in the first half of 1960 than a year earlier. Actual 

capital expenditures abroad, on the other hand, were 
down 6% during the same period. 

These are the leading results of the first of a new series 
of quarterly surveys of manufacturers’ capital appro- 
priations for foreign operations conducted by Tue 
ConFERENCE Boarp with the financial sponsorship of 
Newsweek magazine. (Details of the scope and nature of 
the survey are discussed below.) 


Foreign Appropriations Rise 


In the first half of 1960, the foreign appropriations of 
the 140 manufacturing companies providing this data 
for 1959 and 1960 totaled $560 million, up 20% from 
the year-earlier period. Foreign approvals in the second 
quarter rose 2% above the first-quarter rate, as com- 
pared with an 18% second-quarter dip in 1959. 

In the durables sector, first-half approvals climbed 
105% higher than a year ago. Most of this gain occurred 
in the second quarter; foreign appropriations in the first 
quarter were still below the year-ago rate. Approvals 


rose 202% between the first and second quarters of 1960, 
while they declined 37% in the corresponding periods © 
last year. Thus in durables the second-quarter-1960_ 


foreign appropriations trend was definitely upward. 


In nondurables, however, first-half-1960 appropria-— 


tions declined 6% from a year ago. The drop was owing 
to sharp cutbacks in the second quarter, which more 
than offset the sizable year-to-year gains recorded in the 
first quarter of 1960. From the first to the second quar- 
ters of 1960, the foreign appropriations of nondurables 
companies fell 47%, a much sharper drop than the 11% 
dip recorded in 1959. Thus, in contrast to the hard- 


goods sector, the foreign appropriations trend in the. 


second quarter of 1960 was downward for the nondur- 
ables industries. 


Approvals Gain Concentrated 


Only six of the fourteen industries reported higher 
foreign appropriations in the first half of 1960 than a 
year earlier. They were led by spectacular gains in 
nonferrous metals (up 377%) and transportation equip- 
ment (up 326%), the bulk of which came in the second — 
quarter. These two industries, in fact, accounted for 


Table 1: Foreign Appropriations and Expenditures of Reporting Companies, 1959-1960* 


Millions of dollars 


Foreign Appropriations 


1'59 Il '59 IV '59 

All. manufacturing 507525 fe «stale ste hs sees 256.1 211.1 167.5 
Durable goods industries............. 66.4 41.7 42.9 
Primary iron and steel............. 17.6 3.2 10.0 
Primary nonferrous metals.......... 14.6 8.2 3.9 
Electrica] machinery and equipment... 3.8 6.0 5.1 
Machinery, except electrical........ 6.6 6 5.8 
Transportation equipmenf?.......... 11.3 6.3 10.7 
Stone, clay, and glass products....... 7.4 14.2 5.8 
Fabricated metals products......... 2.9 2.6 8 
Other durable goods industries?. ... . 2:3 6 9 
Nondurable goods industries.......... 189.7 169.4 124.6 
Food and beverages.............. 5.6 3.4 3.4 
Paper and allied products.......... 11.3 2.7 3.8 
Chemicals and allied products....... 37.0 47.7 16.1 
Petroleum and coal products........ 123.5 90.0 81.4 
Rubber products... ..sic <p «0 + cieas te 11.4 25.1 19.3 
Other nondurable goods industries‘. . . 9 x) 6 


Foreign Expenditures 


1 Based upon reports from 140 companies providing foreign appropriations information for 1959 and 1960, Figures may not add to totals because of rounding 


2 Includes motor vehicles 


3 Includes ordnance, lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 


4 Includes tobacco, textiles, apparel, leather and leather products 


Source: The Conference Board 
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1 '60 tl ‘60 1'59 Il '59 IV '59 1'60 ll '60 
276728302 178.2 208.9 248.8 166.9 198.3 
55.0 166.4 43.4 51.2 47.3 35.2 44.0 
6.8 2.6 4.6 4.5 5.2 3.7 5.0 
13.4 95.5 1721 16.2 11.9 8.7 9.4 
hg, 5.4 2.4 2.5 41 3.8 3.5. 
4.7 1.0 2.2 4.2 3.5 3.8 3.4 
19.6 55.5 13.3 14.2 13.5 8.8 14.3 
1.7 1.3 1.3 5.7 49 3.7 45 - 
4.4 4.6 2.0 3.2 3.2 2.0 2.8 
2.3 5 6 8 1.0 8 1.0 
221.7 116.9 134.8 157.7 201.5 130 154.3 
15.0 8.3 4.1 3.2 5.6 6.9 5.5 
4.7 4.3 4.7 5.2 5.1 3.6 44 
53.9 23.3 25.3 31.8 38.4 24.0 32.3 
120.0 63.4 89.0 103.0 133.5 83.9 91.0 
28.0 16.7 10.7 13.9 17.7 12.5 20.1 
eS 9 1.1 7 1.3 8 1.1 
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Hard-goods Industries Plan Foreign Spending Upswing 
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Based on reports from 140 companies furnishing data on foreign appropriations and expenditures for 1959 and 1960 


Source: The Conference Board 


about one third of all foreign approvals reported for the 
first half of 1960. 


Expenditures Decline 


In contrast to the rise in approvals, there was a 
moderate year-to-year decline in capital expenditures 
abroad. In the first half of 1960, foreign expenditures 
were 6% lower than the year-ago rate, with durables off 
16% and nondurables down 2%. Spending of the non- 
ferrous metals and transportation equipment industries, 
which have scored such sizable approvals gains, de- 
clined 46% and 16%, respectively. 

Among the individual nondurables industries, appro- 
priations and spending patterns coincide, whereas in the 
hard-goods sector the latest trends in appropriations run 
counter to movements in spending (see chart). This 
general picture suggests that while the trend in foreign 
spending of nondurables industries can be expected to 
continue downward, a sharp reversal of the downtrend 
in durables expenditures abroad is in the making. 


Approvals Exceed Expenditures 


Further light is thrown on trends in spending and 
appropriations for foreign operations when their levels 
are compared. The greater the excess of approvals over 
spending, the more the latter may be expected to rise, 
and vice versa. It should be remembered, however, that 
spending and appropriations have different seasonal 
patterns and that these patterns vary among industries. 
Since the data collected thus far in the survey of capital 
appropriations for foreign operations is hardly sufficient 
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to indicate the nature of seasonal patterns in appropria- 
tions and expenditures, comparisons of the two must be 
cautious in approach and tentative in nature. 

In the first half of 1960, foreign appropriations were 
more than 50% greater than spending. Compared with 
the 20% difference of a year earlier, this would seem to 
represent a considerable backlog of unspent appropria- 
tions. This backlog build-up was especially marked in 
the durables sector, where new approvals were almost 
three times as great as spending, although they were 
only one-seventh greater a year earlier. In nondurables, 
on the other hand, first-half approvals exceeded spend- 
ing by less than 20%, a slightly smaller margin than a 
year ago. 


Foreign vs. Domestic Appropriations 


The 140 companies reporting foreign appropriations 
data also provide figures on their domestic approvals. A 
comparison of foreign and domestic appropriations 
trends gives rise to several interesting questions: How 
large are the foreign relative to the domestic spending 
plans of the firms engaged abroad? Do the 140 com- 
panies reporting foreign appropriations show different 
approvals trends from the 602 companies reporting 
domestic appropriations? Do higher foreign appropria- 
tions occur at the expense of, or along with, higher 
domestic appropriations? 

In the first half of 1960, foreign appropriations of the 
140 reporting companies amounted to about one fourth 
of their domestic appropriations. A year ago the pro- 
portion was 21%. In the durables sector, the proportion 
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rose from 12% to 29%, while in nondurables it fell from 
28% to 23%. 

Domestic appropriations of the companies reporting 
foreign approvals were up 1% in the first half of 1960 
from the year-ago period. This performance was not 


Coverage in the Foreign Appropriations Survey Relative to 
the Domestic Appropriations Survey! 


Industry Coverage 

ALL Manufacturing’ «coe he oe teks =e ees eee ape aes 49% 
Durable goods mdustriesa ase) ee dees. ase | ee 37% 
Primary, iron;amdustecl speedy ae aes ois oes, «8 serene nicl 33% 
Primary nonterrous aetals gee eee sos lasagne oie 79% 
Electrical machinery and equipment................ 35% 
Machinery, except electrical... 25... 2.606002 cs ees 39% 
Transportation equipment man maieri rics kee Geer 32% 
Stone; clayzand glassiproductsse, .2 cess ome er 32% 
Fabricated metals products;.5 9s «eae seen een 41% 
Other durable goods industries’. ................0.0- 23% 
Nondurable goods industries..............000-02eeee- 58% 
Poodsandthevera geste cisvitiee si clsceteude ras eh worries 27% 
Paneriand allied products) c.a-eeecrk se cs L eee eee 38% 
Chemicals and allied products. ............-.+-++0:: 61% 
Petroleum/and‘coal products ass steno eee eee 64% 
Rubber: products 4.532. ¢ «ari ecis ins claee bahia ee 80% 
Other nondurable goods industries*................. 23% 


1 Based on foreign appropriations reported by 175 companies in the first half of 1960. 
“Coverage” is defined as the proportion of total domestic appropriations of firms reporting 
to the regular survey of domestic capital appropriations accounted for by the firms reporting 
to the survey of foreign appropriations 

2 Includes motor vehicles 

3 Includes lumber, furniture and fixtures, instruments and photographic equipment, ordnance 


' and miscellaneous manufacture 


4 Includes leather and leather products, textiles, apparel, tobacco, printing and publishing 


very different from the 2% decline registered by the 602 
companies reporting to the regular survey of (domestic) 
capital appropriations. In just about all the individual 
industries, the direction of year-to-year change was the 
same for the 140 companies as for the 602 companies, 
and there was no noticeable tendency for the 140- 
company group to show either greater declines and 
lesser gains or the opposite. In other words, having 
foreign operations seemed neither to impede nor stimu- 
late the flow of appropriations. 


Domestic Approvals Not Affected 


There also seemed to be no relationship between 
changes in the foreign appropriations of the 140 report- 
ing companies and changes in their domestic appropria- 
tions. Thus, of the six industries posting first-half-1960 
gains in foreign approvals, three had increases and three 
had decreases in their domestic appropriations. Like- 
wise, of the eight industries with lower foreign appro- 
priations than a year earlier, three had gains and five 
had reductions in their domestic appropriations. 

On the basis of the data thus far collected, it would 
appear that domestic capital-spending programs are not 
strongly affected by plans to spend abroad. Thus the 
latter may be mainly dependent on conditions of supply 
and demand abroad, just as the former are primarily 
determined by conditions at home. 


Foreign Appropriations and the Balance of Payments 


The effect of a rising or falling trend in capital ex- 
penditures abroad on the United States balance of 
payments should be inferred with the greatest caution. 
Only a small part of the funds for these expenditures 
comes directly from the United States. In 1957, a year of 
very high foreign spending, less than 20% of the capital 
expenditures of American manufacturers abroad was 
financed directly with American funds, according to a 
Commerce Department survey.! The rest of the funds 
came from investment income abroad, depreciation al- 
lowances, and foreign sources. In 1958, when spending 
was cut back, only 8% of the funds came from the 
United States. 

Thus, against the tendency of rising expenditures 
abroad to worsen the payments position of the United 
States must be set the trend in profits and depreciation 
allowances of American foreign operations and the 
availability of foreign venture and loan capital. Since 
the total American investment abroad is continually 
increasing, the trend in profits and depreciation allow- 
ances should steadily rise, except in recession years; and 
if expenditures do not rise equally rapidly, the effect on 
the balance of payments will be favorable. Any decline 
in expenditures, unless matched by an equal decline in 
profits earned abroad (actually a greater decline, since 
depreciation allowances may be presumed to rise con- 
tinuously), must have a favorable effect on the balance 
of payments. Only where foreign spending continues to 
rise in the face of falling profitability of American enter- 
prises abroad will the net effect of foreign operations on 
the payments balance be unfavorable. 

But in addition to the effect on the balance of pay- 
ments of capital funds flowing abroad, there is also the 
long-term effect of growing foreign operations on Amer- 
ican exports and imports. Some American firms will set 
up plants abroad that will either compete directly with 
American exports or will themselves export to the 
United States, in either case worsening the American 
trade position. But it is not really clear, on the whole, 
what the long-run effect of foreign investment will be on 
the American balance of payments. For while it is true 
that foreign investment, by enlarging the productive 
capacity of other nations, makes them better competi- 
tors, it must not be forgotten that the same investment, 
by increasing their incomes, makes them better cus- 
tomers. And whether their capacity as competitors 
grows more quickly than their capacity as customers is 
a very moot question. 


Survey Scope and Coverage 


Beginning in the first quarter of 1960, the nation’s 


1,000 largest manufacturing companies were asked to 


submit quarterly current and year-ago information on 
their new appropriations and capital expenditures for 
foreign operations. Data in dollar equivalents were re- 


1“Survey of Current Business,” October, 1959 
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quested for all wholly owned subsidiaries, affiliates, 
oranches, and divisions in foreign countries. 
_ Data on foreign appropriations and expenditures in 
1960 were supplied by 175 companies, who also were 
regular participants in THe ConFreRENcE Boarp’s 
ey survey of (domestic) capital appropriations.! 
or purposes of year-to-year comparison, data from 140 
of these companies that were able to supply 1959 
igures as well as current data were extensively em- 
ployed in the present report. The foreign appropriations 
f these 140 reporting companies in the first half of 1960 
umounted to 94% of the total reported by the 175- 
sompany sample. 
_ How much of the foreign appropriations of American 
manufacturers is represented by the 175 reporting com- 
panies is hard to gauge. Many of the companies that do 
10t submit foreign appropriations data are without any 
yperations abroad. Some do have foreign operations, 
1owever, although how large these are relative to those 
if the reporting companies is difficult to ascertain at 
present. 
One way to gauge the extent of coverage of the 
oreign appropriations survey is by comparing the 
lomestic appropriations of the 175 companies in the 
oreign appropriations survey with the domestic appro- 
riations of the 602 companies in the regular appropria- 
ions survey. In the first half of 1960, the domestic 
/ppropriations of the 175-company sample amounted to 
‘9% of the total domestic appropriations reported in the 
egular 602-company appropriations survey. In dur- 
‘bles, 37% of total domestic appropriations were repre- 
ented in the foreign survey, while in nondurables, 58% 
yere so represented. Since many of the companies not 
eporting foreign appropriations have no foreign opera- 
ions, it is evident that the 175 reporting companies 
epresent a substantial majority, in terms of dollar 
otals of domestic appropriations, of firms who do have 
oreign operations. 


adustry Coverage 


Representation, on this basis, in the foreign appro- 
riations survey varies greatly among individual indus- 
es. It seems likely that this variation is owing not so 
auch to differences in responsiveness to the survey 
quest as to industry differences in the proportion of 

ms engaged in foreign operations. The individual 
dustries can be classified into two groups. In the first, 
omprising the chemical, petroleum, rubber, and non- 
srrous metals industries, from 60% to 80% of total 
omestic appropriations reported to the regular (domes- 
ic) survey of capital appropriations were represented in 
e companies reporting to the survey of foreign appro- 
riations. In the second group, containing all other 
dustries, the representation ranged roughly from 25% 

40%. It is evident that the problem of nonresponse in 


1See p. 5 for the seventeenth report on this survey of domestic 
propriations 
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the first group is probably not very great. That group 
contains most of the industries in which foreign opera- 
tions are fairly common. In the second group, with 
relatively low representation, there are perhaps a few 
industries in which foreign operations are considerably 
more common than the “coverage ratios” indicate. 


Comparison with Commerce Survey 


A rough comparison of coverage may also be made 
with the Commerce Department’s annual survey of 
capital investments abroad. According to this survey, 
the plant and equipment expenditures of manufacturing 
firms (excluding petroleum) were $805 million in 1957 
and $626 million in 1958. (The Commerce survey cov- 
ered 290 firms in all industries and was estimated to 
cover 60% of the total foreign capital expenditures of all 
manufacturers.) Using fourth-quarter-1959 and _first- 
half-1960 figures to estimate an annual total, the for- 
eign expenditures of the 140-company Conference Board 
sample of manufacturing companies (except petroleum) 
were $400 million, at an annual rate, in 1959-1960. A 
comparison of the 1957-1958 expenditure totals re- 
ported by the Commerce Department survey and the 
1959-1960 estimate of the present survey would prob- 
ably not mislead seriously. The foreign capital expendi- 
tures of THE CONFERENCE Boarp’s 140-company sam- 
ple of manufacturing companies amounts to one half to 


Table 2: Changes in Appropriations and Expenditures for 
Foreign Operations, 1959-1960! 
Percentage, Change _Ist Half '60/Ist Half "59 
Foreign Foreign Domestic Domestic 


Appropria- Expendi- Appropria- Expendi- 
tions tures tions! tures! 


All manufacturing............. 20 —6 1 26 


Durable goods industries... ... 105 —16 —18 27 
Primary iron and steel...... oo —A' —48 71 
Primary nonferrous metals... 377 —46 =3 —26 
Electrical machinery and 

equipment............- ——22 49 45 ——4 
Machinery, except electrical.. —20 13 Sale) 30 
Transportation equipment?... 326 —16 3 119 
Stone, clay, and glass 

Products ata sissy ngeeuse —86 16 —22 —18 
Fabricated metals products. . . 64 —5 39 58 
Other durable goods 

IGUSE IOS? Yon eyoyscsrouensteasts == 30 53 IVA 

Nondurable goods industries. . . Eo ay) 15 25 
Food and beverages....... 158 71 —3 5 
Paper and allied products.... —36 —20 58 45 
Chemicals and allied products —8 a 38 31 
Petroleum and coal products. —14 =) 6 20 
Rubber products.......... 22 33 46 68 
Other nondurable goods 

inidustriest 205,00. ro. 5 0.500 2 vA —18 28 


1 Based upon reports from 140 companies providing foreign appropriations information for 
1959 and 1960. Figures may not add to totals because of rounding 
2 Includes motor vehicles 


8| ncludes ordnance, lumber, urniture and fixtures, instruments and photographic equipment, 
and miscellaneous manufactures 


4 Includes tobacco, textiles, apparel, leather and leather products 


Source: The Conference Board 
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two thirds of that reported in the Commerce Depart- 
ment survey, and 30% to 40% of the total in all manu- 
facturing companies. 

In the petroleum industry, the Commerce Depart- 
ment reported $2,059 million in foreign capital expendi- 
tures in 1957 and $1,693 million in 1958, about half of 
which was for exploration and development. Using the 
same method for estimating annual rates as in manufac- 
turing, the 1959-1960 foreign expenditures of petroleum 
companies reporting to the Board’s survey of foreign 
appropriations was $411 million. Since the Commerce 
Department’s coverage of this industry was “nearly 
complete,” it can be said that the present survey repre- 
sents 20% to 25% of the entire industry. It should be 
added that the capital appropriations survey excludes 
those companies primarily engaged in the development 
and extraction of crude petroleum, and that therefore 
this coverage estimate understates the coverage of 
petroleum companies primarily in manufacturing. 


Summary 


First-half-1960 appropriations for foreign operations 
were up 20% from a year earlier, durables doubling the 
year-ago approvals pace and nondurables declining 
slightly. Most of the increase came in the second quarter 
of this year and was centered in two industries—non- 
ferrous metals and transportation equipment. 

Capital expenditures abroad, by contrast, were down 


6% from the first half of 1959. Foreign spending o 
durables companies fell 16%, while in nondurables th 
drop was only 2%. 

The margin of foreign appropriations over expendi 
tures was considerably greater in the first half of 196( 
than a year earlier, pointing to backlog build-up. I 
durables, first-half approvals were almost three time: 
as great as spending in 1960, compared with 1959’ 
ratio of 1.1. In nondurables, however, the difference be 
tween approvals and spending—roughly 20% — wai 
slightly smaller than a year ago. 

These observations suggest that a rise in capita 
expenditures abroad is likely. Only in durables, how 
ever, can this reversal of current spending trends he 
expected. In nondurables, a continued moderate declin 
seems in the offing. But given the short span of experi 
ence with the new foreign appropriations survey data 
these results are necessarily tentative and subject t 
revision as the next and subsequent surveys of capita 
appropriations for foreign operations clarify the trend: 
and provide an increasing fund of information for thei 
proper interpretation. 


Morris CoHEN 
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Business Bookshelf 


Accounting for Management Control—This textbook is designed 
for use by college students in gaining understanding of the 
function of accounting in business planning and control. 
The author discusses accounting under seven broad head- 
ings: Fundamentals of accounting, valuation of assets, 
sources of business capital, accounting for costs, business 
planning, budgeting and internal reporting, and income 
determination. The material is supplemented by charts and 
diagrams throughout. By William H. Childs. Simmons- 
Boardman Publishing Corporation, New York, 1960, 714 
pages. $7.75. 


Increasing Sales Efficiency—Proceedings of the conference on 
sales and marketing management held by the University of 
Michigan in March, 1959. Ten speakers present their view- 
points on various marketing topics, ranging from “‘What Is 
Happening to Marketing Costs” to “An Anthropologist 
Looks at Marketing.” Edited by Frederick E. May. Michigan 
Business Papers, Number 35. Bureau of Business Research, 
School of Business Administration, The University of Michi- 
gan, Ann Arbor, Michigan, 1959, 163 pages. $4.00. 


Income and Population in Alabama—The latest in a series of 
publications containing information on personal income and 
population by counties in Alabama. By Marion H. Hawley. 
ee of Business Research, University of Alabama, 1960. 

2.00. 


Port of New York—A comprehensive account of the develop- 
ment, the facilities and the economic significance of the Port 
of New York. By John I. Griffin. Arco Publishing Company, 
Inc., New York, New York, 1959. $5.00. 


How Cities Grew—The authors provide a long-term view © 
urbanization in the world. By Jean Comhaire and Werner J 
Cahnman. The Florham Park Press, Inc., Madison, Ne 
Jersey, 1959. $3.75. 


Bank Deposits and Legal Reserve Requirements—A study o 
the present Federal Reserve System of legal reserves ant 
possible alternatives to present banking practices in th 
light of current economic conditions. By Frank E. Norto1 
and Neil H. Jacoby. University of California, Los Angeles 
California, 1959. $2.50. 


Idea-Tracking—The author outlines his method, called “idea 
tracking,” for helping to arrive at successful solutions t 
business problems. The method embraces five steps: assess 
ing the situation, defining the problem, use of the subcon 
scious in creativity, the idea-producing session, and selectin; 
the best idea. The material also contains a bibliography 0 
related reading. By Frank A. Armstrong. Criterion Boom 
New York, 1960, 146 pages. $4.95. . 


The Search for Certainty in Advertising—The proceedings of th 
May, 1959, session of the annual advertising conference hel 
by the University of Michigan. Papers on the various as 
pects of decision-making as applied to advertising are pre 
sented by six authorities (advertising practitioners, adve 
tisers, and academicians), and their concluding panel! 
cussion is also included. Edited by Donald B. Gooch. Michiga 
Advertising Papers, Number 3. Bureau of Business Researe 
School of Business Administration, The University of M: ichi 
gan, Ann Arbor, Michigan, 1960, 99 pages. $4.00. 
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onsumer Markets 


PROSPEROUS if uneasy stability continues in 
the consumer sector. With some minor spurts 
and sags, retail sales have persisted substantially 
at the level registered in the early months of the year. 
‘An unsettling element in all this is the fact that though 
personal income has been inching up steadily, a smaller- 
han-usual proportion has been finding its way to the 
etail counter. In part this can be attributed to in- 
creased spending for services, but it may also be an 
indication of some consumer resistance to spend in a 
less-than-entirely reassuring business climate. 


| ducation and the Market Place 


Of all the social forces that are reshaping the market 
place, few are of larger consequence than the rising 
educational level of the consumer. At the start of the 
past decade, barely a third of the adult population had 
completed high school; at the end of the present one, 
more than half will have done so. By 1970, according to 
Department of Commerce projections, over 70 million 
‘consumers will have secured a secondary school diploma, 
and of that number about 25 million will have had some 
exposure to college. 

Thus, in the course of the next ten years, persons who 
have completed high school study will become almost 
two-fifths more numerous. Since better learning and 
better income go together, we have in the making a 
sizable alteration in the entire business of marketing. 
It is estimated that by 1970 some three fifths of the 
nation’s purchasing power will be exercised by those 
who have at least completed high school. And if we were 
to include only such families that are in the middle- and 
pper-income groups (those earning $5,000 or more in 
today’s dollars), the ratio is a striking two thirds. 
Something about the character of future change can 
be anticipated from the present scene. We know, among 
other things, that the more extensively tutored have a 
greater sensitivity to color and design, are more experi- 
mental in product selection, partake of a broader 
spectrum of goods generally, and have certain unique 
preferences and interests. 

_ For the marketer these characteristics have a number 
of foreseeable implications. For one thing, packaging 
will probably take on a larger importance in tomorrow’s 
merchandising. Secondly, of the various variables that 
determine consumer choice, brand image is likely to 
assume a greater significance. We can anticipate, too, a 
Prowing receptivity to new products and a sizable 
growth in their number. This in turn will make the 
competition for shelf space considerably more intense. 
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Reading, Writing and Retailing 


For some trades and services the greater prevalence of 
the more extensively schooled can mean explosive 
growth. Recent history provides some striking examples, 
Over the past five years, for instance, the demand for 
spices has increased by about 50%, the consumption of 
certain foreign cheeses has risen sharply, and imports of 
brandies, liquors and cordials have expanded signifi- 
cantly. All of which suggests that the nation’s kitchen is 
becoming more exotic. Many things may be contribut- 
ing to this, but the broadening influence of education is 
certainly an important one. The precipitous increase in 
foreign travel, the boom in hi-fi, and the general expan- 
sion in cultural interests are all further indications of the 
consumer’s growing sophistication. 

But apart from the more esoteric pursuits, we find 
that in spending for the pedestrian, everyday things 
there are also some substantial differences between the 
better and less-well schooled. In an attempt to appraise 
the extent to which education may affect buying be- 
havior, Life has made a special cross tabulation of the 
data collected for its Study of Consumer Expenditures. 
Purchasing patterns for each income level were sepa- 
rately developed according to the educational attain- 
ment of the family head. The following observations are 
based on middle- and on upper-income families; “better 
educated” are considered to be those that have at least 
completed high school. 


Purchasing Patterns 


In broad terms we find that the better-educated 
family tends to spend less on food, but more for almost 
all other major categories of goods and services, than 
those with not so much formal learning. The difference 
is particularly pronounced in the areas of home opera- 
tions and furnishings, medical and personal care, and 
recreation. But more important than the general dis- 
position of the family budget—at least so far as the 
marketer is concerned—is the apparent influence of edu- 
cation on the purchase of specific products. 

Though the better-tutored family spends less at the 
supermarket in the course of a year—income, it will be 
remembered, has been kept constant—it purchases ap- 
preciably more of frozen and prepared foods. Its demand 
is especially pronounced for refrigerated baked goods, 
frozen citrus juices and vegetables, and similarly 
processed sea foods, fowl and, to a lesser extent, meats. 
Popular, too, with such families, are foreign dishes and 
such specialties as nuts and olives. Those with less learn- 
ing appear to buy more fresh and canned products, 

[Continued on page 48] 


Monthly Survey of Business Opinion and Experience 


Management of New-product Development 


a good system of coordination, according to most 

of the 159 manufacturing companies participating 
in this month’s survey of business opinion and experi- 
ence. As a chemical manufacturer points out: “New- 
product development invariably requires coordination, 
inasmuch as diverse functions are involved, including 
pioneering research, process development, product de- 
velopment, engineering design, production, marketing 
and economic evaluation.” 

Many of the reporting executives also state that they 
have placed particular emphasis upon the coordination 
of development work because of the importance of new 
products to their companies. The treasurer of a food 
company explains: 


geod T development of new products requires 


‘"We have. most definitely found it necessary to establish a system 
for coordination of new-product development activities within the 
company. The rate of new-product generation in our industry is 
extremely high, and it is imperative that the major companies 
competing in this business maintain a continuous rate of new-product 
development and introduction, '' 


Only a small minority of this month’s survey panel 
report that they have not found it necessary to coordi- 
nate their development work, and in nearly all cases this 
is because new-product development is simply not of 
great importance to the company. The vice-president of 
a foundry, for example, says: ‘“‘Because of the size of our 
company and also because of the nature of the product, 
which is produced only to customers’ patterns, we are 
not engaged in new-product development of our own.” 
Still other companies indicate that new-product devel- 
opment does not occur in their industry except over 
long periods of time and that, for this reason, coordina- 
tion presents no problem. 


CORPORATE VS. DIVISIONAL LEVEL 


More often than not, cooperating companies that are 
organized on a product-division basis place responsibil- 
ity for new-product development in their divisions. 
Typical reasons for favoring divisional decentralization 
of new-product development are given by the spokes- 
man for a chemical company: 


"Strong emphasis on divisional responsibility for determination 
of specific plans permits utilization of operating management's 
intimate familiarity with the capabilities and limitations of its 
respective divisions, as well as with the requirements and potentials 


of the markets they serve. Moreover, those who are held accountable 
for the success of an operation must also be given a part in planning 
its future. *’ 


Another proponent of the divisional approach writes: 


“Our organization structure has been shifted from the functional 
to the product-line arrangement. It is already apparent that product- 
development coordination will be much more simple and straight- 
forward. Our chemical division has proved that the product-planning 
function can be handled very effectively within the division itself. 
The need for corporate-level coordination is eliminated, and the 
division management does the planning and coordinates the action." 


On the other hand, many companies with product 
divisions center some or all of their product-develop- 
ment activities at the corporate level. In support of this 
procedure, the vice-president of a chemical company 
says: 


“"We have found that the divisional approach has had many 
defects, the principal one being the tendency for the members of a 
division to concentrate their planning for a new product along the 
lines to which they are generally accustomed. As a consequence, 
new uses of such products may frequently be overlooked. Thus, 
when anything major is involved, our approach has been on a 
corporate level rather than on a divisional level."’ 


Similarly, another chemical company executive writes: 


“Our company is organized on a division basis. Each division 
is responsible for its sales, research and development, manufac- 
turing, and new-product development. However, product develop- 
ment of those new products and ideas not associated with any of 
our operating-division product areas is a responsibility of our central 
staff research laboratories. '’ 


A number of companies note that while new-product 
development is primarily the responsibility of the vari- 
ous product divisions, coordination of these activities is, 
nevertheless, carried on at a corporate level. Some of 
these respondents believe that without such intergroup 
coordination, wasteful duplication is likely to occur. 


_ Others provide coordination at the corporate level a 
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assure adherence to company policies. 


COORDINATING COMMITTEES 


About six out of ten of the executives surveyed in 
cate that one or more committees are involved in the 
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coordination of product-development activities in their 
/companies. Explaining his firm’s use of such committees, 
‘the president of an office equipment company says: 
“The progression of a product from an idea to a com- 
‘mercial reality is somewhat like a relay race. That is, 
there are periods where the two runners have to run 
salongside each other while one takes the baton from the 
‘other. In our company, this teamwork results from the 
proper functioning of the product-development com- 
mittee.” 

* Typically, respondents report that committees charged 
with responsibility for coordinating development work 
are made up of five members, usually representatives 
from the major functional areas of the company. For 
example, where coordination takes place on the corpo- 
rate level, the committee members mentioned most fre- 
quently by respondents include: 


e president or executive vice-president 

e vice-president—sales or marketing 

® vice-president—research or engineering 

e vice-president— manufacturing 

ea financial officer (treasurer, comptroller, or vice-president) 


Usually, the president or executive vice-president serves 
s the committee chairman. But in some cases, the vice- 
resident of research is reported to have this responsi- 
ility. 

Other committee members occasionally mentioned by 
espondents include assistants to some of the members 
f top management already enumerated, as well as 
roduct-development specialists and planning executives. 

When development work is coordinated by committee 
t the product-division level, major functional areas 
ther than finance are usually represented. Divisional 
ommittee members most frequently mentioned by 
cooperating executives include: 


e division manager 

e chief engineer or research director 

e sales manager 

e director of planning or product development 
© production manager 


n a few cases, representatives of accounting and pur- 
chasing departments serve on product-development 
ommittees. Usually, the division manager or the divi- 
ion’s director of planning is reported to be the com- 
ittee chairman. 


Committee Functions 


The duties of product-development committees are 
ost frequently described as including the following 
‘unctions: 


e To coordinate new-product development 
eTo solicit and make product-development suggestions 
eTo screen product-development ideas 
eTo set up new development projects 
To obtain market surveys as required 
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To set priorities 

To schedule development work 

To draw up a budget for the new project 
e To review development progress 
e To approve the new product for production 


Many development committees have a more limited 
scope. For example, the board chairman of a machinery 
company reports: “Our product-development committee 
has the job of soliciting suggestions and screening them 
as they come in. It has also made an across-the-board 
survey of the company’s capabilities and recommended 
to management products that appear most logically to 
fit into current activities or desired direction for growth.” 


Multiple Committees 


Some companies report that separate committees co- 
ordinate various stages of product-development work. 
For example, two committees are used to coordinate 
new-product development in a machine company—an 
idea-screening committee and a management-review 
committee: 


(a) Preliminary review—An initial study is made by the 
engineering department to determine if the concept has sufficient 
merit to be submitted to the new-idea screening committee. 

“"(b) New-idea screening committee review—Concepts are 
weighed by this committee to determine if further work is warranted. 

“(c) Feasibility study—lIf the screening committee decides that 
the concept has sufficient merit, it authorizes a feasibility study. 
This involves the assignment of a project engineer to submit an 
evaluation report to the market-analysis group, which utilizes this 
report in establishing the sales potential of the new products. These 
findings are submitted to the management committee for review. 

"(d) Management committee review—The management com- 
mittee decides whether to proceed. If action is favorable, this 
committee establishes a priority. 

““(e) Engineering development—The management committee 
authorizes the project engineer to see that the necessary research, 
development and design work are carried out to commercially 
market the product.’ 


A somewhat similar arrangement is described by an 
aircraft manufacturer, who writes: 


"'The junior panel, ‘the product analysis committee,’ receives and 
screens candidates and, for those thaf survive, prepares a written 
analysis of prospects and problems. The senior panel, ‘the product 
evaluation committee,’ is composed of the heads of all the functional 
branches and renders a decision regarding the desirability of 
producing the product under consideration. If corporate support of 
the new project will be required, approval of the policy committee 
and the executive vice-president must be obtained before going 
ahead. "’ 


INDIVIDUAL RESPONSIBILITY 


- In many companies, an individual coordinates new- 


product-development activities. The person most fre- 
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quently charged with this responsibility is the head of 
research, and reports to the president. While the basic 
responsibility for the progress of development work rests 
with this executive, a few respondents report that major 
programs are subject to review by a management com- 
mittee. 

In a few cases, several individuals are responsible for 
the coordination of development work. Such is the case 
in a steel company, whose president says: “Coordination 
of new-product development is a joint responsibility of 
the research and sales divisions of our company. This 
coordination is handled on the level of the vice-presi- 
dents of the two divisions.” 


Product Managers 


Some companies have managers of product planning 
in their divisions to facilitate development work. In 
most cases, these men report to the division manager, 
although in a few instances they are responsible to the 
sales head or to the manager of staff marketing func- 
tions. The duties of the product manager usually include 
“coordinating the complete development of new prod- 
ucts from research through commercial marketing.” The 
reported duties of the new-products manager in a 
textile company are typical: 


eTo coordinate the development and addition of all major new 
consumer products 

eTo set up objectives for new-product volume and profit on a 
long-range basis 

e To select product areas of interest and set up projects involving 
investigation and development 

eTo prepare and execute a test market plan 

eTo prepare a national marketing plan and assist in its execution 


DEVELOPMENT PROBLEMS 


Nearly every participating manufacturer reports en- 
countering problems in connection with the develop- 
ment of new products. In many cases, the company’s 
present new-product-development system was devised 
to alleviate these very problems, but despite such con- 
tinuing efforts, many remain unsolved. 

Time Lag 

Several cooperating companies state that their prin- 
cipal development problem is the long time lag from the 
origin of a product idea to its actual marketing. 

To shorten this time lag, the vice-president of an 
instruments company reports that in his company “all 
headquarters engineers were integrated along with cen- 
tral research into a technical center which will be greatly 
expanded so that it can be entirely self-contained with 
respect to development of any product.” 

Another company reports that it has successfully 
reduced the time required for developing new products 
by shifting from committee control of product develop- 
ment to a system in which this responsibility is vested 
in one individual. 


Sales and Research Conflicts 


Some respondents explain that delays are often caused 
by the tendency of the research department to seek a 
greater degree of development perfection than is neces- 
sary. “Our main problem,” comments a machinery 
manufacturer, “is to push engineers to an end point, 
that is, to freeze improvements and get out a produce- 
able design.” 

On the other hand, some executives are concerned 
about what one company president describes as “‘the 
overanxiousness of the sales department for new prod- 
ucts prior to adequate testing.” 

Commenting on these divergent interests of sales and 
research personnel regarding new-product development, 
the vice-president of a machinery company explains that 
“marketing personnel are so anxious to start selling the 
new products that they sometimes jump the gun and 
accept orders prematurely, while engineering does not 
progress rapidly enough and wishes to achieve perfec- 
tion before turning the product over to be marketed.” 
This executive goes on to say: ““We have adopted the 
product-committee method so that all components of 
the organization are kept informed of the progress of 
each project and can work towards establishing and 
maintaining a realistic schedule for the various phases of 
the introduction.” 


Pressure of Daily Work 


Some manufacturers report that employees are nor- 
mally so steeped in day-to-day operating problems that 
they do not have time to give proper attention or 
emphasis to product development. It is for this reason 
that many such companies have assigned full-time 
responsibility for development work to groups isolated 
from daily operational problems. 

In this connection, the president of a textile company 
explains: “So many factors are involved in new-product 
development that it seems impossible for development 
activities to gain any momentum if the responsibility 
for it is dissipated among several departments which are 
supposed to keep in correspondence, but which tend to 
lose sight of such matters under the press of their normal 


duties.” . 
Project Priorities : 


Many executives report that they are concerned with 
the problem of assigning priorities to development 
projects so that products with the greatest profit poten- 
tial receive preference. The treasurer of a food company, 
for example, observes: t 


» 

“There is a natural tendency to respond fo the commercial 
enthusiasm which may be generated for products with a large sales” 
potential. But, of course, sales volume of itself is not meaningful, 
and the profit-and-loss picture must be constantly kept in focus 0 
each project.’"* 


Similarly, another foods-company president says: 
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“Many of the new-product-development suggestions come right 
from customers, and each one feels that his own problem or desire 
is the most important one that could be under consideration. Frankly, 
we have not found any really satisfactory formula for resolving this 
problem, except to say that any new idea that appears to have the 
greatest profit potential is naturally given priority over others."’ 


ommunications 


_A number of manufacturers indicate that they are 
rroubled by failure of communications between groups 
sponsible for development work and that they are 
ooking for methods by which these groups can be kept 
etter informed. Occasionally, manufacturers find that 
ilures in communication have resulted in duplication 
f new-product work in different divisions. It is to 
cilitate communications that many respondents have 
iet up development committees. 


Jnauthorized Development 


Some respondents have found it necessary to police 
evelopment work to prevent costly losses resulting 
rom unauthorized or unwarranted development. In one 
se, a chemical company spokesman says that some 
dividuals, enthusiastic about a new product idea, are 
eluctant to consult with experienced members of man- 
gement as to the acceptability of the product. As a 

sult, some promising products are unnecessarily de- 
ayed, while company resources are wasted on products 
aving little potential. 

_A few firms report that even when management is 
nsulted, unauthorized development occasionally takes 
lace. The vice-president of a metals company faced 
ith such a problem states: “Sometimes a new product 
ith little potential but which ‘fits into the line’ some- 
\ow gets developed in spite of a top-side decision that it 
not worth while. It is usually someone’s pet idea and is 
ost impossible to stop. Frequently a good deal of 
oney and time are wasted,on these efforts.” 


iost Estimates 


Some companies have experienced difficulty in esti- 
aating the approximate cost of developing products 
om idea inception to marketing. Such cost estimates 
e often described as being highly inaccurate. Most of 
hese manufacturers report that cost estimates are 
sually overoptimistic. In some cases, costs have ex- 
ded original estimates many times over. The vice- 
esident of an office equipment company, which faces 
ch problems in estimating costs, explains the principal 
use of difficulty in his firm as follows: 


“We have found that development people are not qualified to 
make accurate cost estimates because they do not have sufficient 
contact with production facilities. In the past, estimates were made 
by people not responsible for the product's ultimate manufacture. 
_ We have largely overcome this difficulty by making each division 
responsible for cost estimates they must live by.”’ 
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Need for Flexibility 


Major product changes are creating problems for 
several cooperating manufacturers. A few of these com- 
panies find that design and specification changes are 
often necessary to fit new products to the market for 
which they were originally designed. The executive vice- 
president of a foundry, for example, says: ““When we get 
into the field-trial stage, we invariably find that cus- 
tomers demand changes, different applications demand 
changes, and different areas require changes. In other 
words, we usually find that we must be flexible in our 
thinking, design, and applications, in order to success- 
fully market the new product.” 


Marketing Aspects 


While some firms report that they have difficulty in 
determining the market potential of products under 
development, other respondents are more troubled by 
an inability to reach the marketing objectives they have 
set for the new product. As the president of an instru- 
ments company explains: “The rosy future that we 
anticipated for a new product, in its inception stage, 
when faced with the hard cruel facts of the commercial 
world did not materialize. This is an exceedingly serious 
problem in that, after making a large investment, you 
are placed in the position of watching it go down the 
drain.” 

Similar disappointments have led some reporting 
firms to make more extensive use of market research in 
order to improve estimates of potential dollar volume 
and to avoid development of new products which would 
fail. 


CONTINUING IMPROVEMENT 


Despite the constant changes taking place in the 
management of new-product development, the need for 
further improvement seems always to exist. But this is 
true of all areas of management. As the vice-president 
of an air-conditioning company puts it: “Since many of 
our problems stem from human nature, it would be 
utopia to believe that they will ever be completely 
solved.” 

GrrRaALp J. Fucus 
G. Cuark THomMPsoN 
Division of Business Practices 


The Federal Government and Metropolitan Areas—An exam- 
ination of the role of the Federal Government in meeting the 
problems arising from the revolutionary expansion of urban 
population in the United States as well as from new patterns 
of metropolitan settlement. By Robert H. Connery and 
Richard H. Leach. Harvard University Press, Cambridge, 
Massachusetts, 1960. $4.75. 


Community Structure and Change—A theoretical analysis aimed 
at both students and professionals concerned with the 
application of this theory to community development. By 
‘Lowry Nelson, Charles E. Ramsey and Coolie Verner. The 
Macmillan Company, New York, New York, 1960. $6.50. 


Ninth Quarterly Metalworking Survey 


LETDOWN SPREADS IN APPROVALS 


working industries! authorized less for capital 

spending than in the same quarter of 1959, fol- 
lowing a similar cutback in the previous quarter. Thus 
the advance in metalworking appropriations, which 
commenced in the third quarter of 1958, ran for a year 
and a half before ending in the first three months this 
year. 

Appropriations in 1959 totaled some $5 billion, a 
record volume of almost twice the amount set aside 
during 1958 and a sixth greater than the previous survey 
high of more than $4.25 billion approved in 1957. The 
upsurge in 1959 hit its fastest pace during the first half 
of the year, when approvals mounted to a two-year peak 
well in excess of $2.5 billion, more than two and one- 
fourth times the sum authorized in the same period a 
year earlier. Appropriations in the second half of 1959 
also topped the year-ago sum, but by only three fifths, 
and they were down by almost a sixth from the first-half 
peak. 


[) ve G THE second quarter of 1960, the metal- 


This is the ninth in a regular series of quarterly 
reports on trends in capital appropriations newly ap- 
proved or authorized in the metalworking industries. 
Sponsored by Iron Age magazine, this survey provides 
detailed information on the capital spending anticipa- 
tions of a group of manufacturing industries—capital 
goods and consumer durables—that are most sensitive 
to changes in general business conditions.? 


UPSURGE ENDS 


After rising modestly in the last half of 1958 from 
their second-quarter trough, metalworking appropria- 
tions mounted steeply through the first and second 
quarters of 1959. In the third and fourth quarters they 
continued to climb, but at a slower pace. The final 
period of year-to-year gain was the fourth quarter of 
1959, when approvals exceeded the year-ago level by a 


1 Metalworking is defined in this survey to include these major 
industrial categories: metal furniture, primary metals, fabricated 
metal products, machinery (except electrical), electrical machinery 
and equipment, transportation equipment, and instruments and 
related products. The survey excludes metalworking industries in 
ordnance, for reasons of national security, and miscellaneous metal 
manufacturing industries, because they are a minor part of the total 
and typically comprise small companies for which capital budgets are 
lacking 

2 The Conference Board Business Record for December, 1958, con- 
tained the initial report on metalworking capital appropriations and 
explained the survey’s methods and limitations. Reprints of all 
reports in this series are available on request 
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little more than one half. This increase was the smalle: 
in a gradually receding rate of advance since the recor 
boost in the second quarter of last year. 

The rising and declining momentum of the appr 
priations upswing between the third quarter of 1958 an 
the final quarter of 1959 is shown by the chart o 
page 41, which traces the year-to-year percentag 
changes in total metalworking approvals and the diffe 
ences between the number of year-to-year gains an 
losses among the 715 currently reporting metalworkin 
divisions. It is noteworthy that the extent to which th 
number of gains was above or below losses tends t 
follow closely and confirm the rising and falling momer 
tum of the dollar comparisons. 


THE 1960 PATTERNS 


The first decline from year-ago appropriations cam 
in the first quarter of 1960. The drop exceeded a fiftl 
but was wholly accounted for by an approvals slice « 
three fifths in the basic iron and steel industry (SI 
331). Metalworking approvals excluding steel toppe 
the year-ago quarter by 12%, which was just a shac 
under the rate of year-to-year increase this group score 
in the fourth quarter of 1959. 

Furthermore, in January-March this year, son 
dramatic improvements over fourth-quarter-1959 r 
sults were achieved by many of the economical] 
sensitive and important machinery industries. The r 
sumption of the previous uptrend in these industrie 
appropriations seemed directly traceable to a wid 
spread revival of optimism upon settlement of the ste 
strike in the first week of 1960. 

These patterns suggest that the general decline | 
metalworking approvals from year-earlier levels durir 
the first quarter of 1960 could be explained chiefly 1 
terms of the steel industry’s scaling down exaggerate 
fourth-quarter estimates of poststrike steel deman 
And during the first quarter of 1959, the added stimult 
of stockpiling in anticipation of the strike may hay 
produced inflated anticipations of capital requiremen 
in the steel industry. 

Although the first-quarter appropriation patte1 
seemed a creature of labor-management relations in tl 
steel industry, that of the second quarter could hard 
be justified on the same basis. The second-quarter se 
back could not be satisfactorily explained in terms | 
poststrike readjustments or drastic decline in a sing 
industry, for of the thirty-eight industry groups, on 
twelve, or under a third, scored gains over the corr 
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Advance and Retreat in Metalworking Approvals 


1958 1959 

) Percentage increase or decrease in total appropriations in given quarter relative to those in corresponding quarter a year earlier 
* Extent to which the number of divisions reporting appropriation increases relative to corresponding quarter a year earlier is greater or less than the number of divisions reporting decreases 
_ Based upon capital appropriations reported by 715 divisions or companies for thirty-eight metalworking industries 

Source: The Conference Board 


ponding quarter of 1959. The steel industry again 
ared its approvals below 1959, though by a fourth 
nstead of by 60% as in the previous quarter. Twelve 
ther metalworking groups, however, were added to the 
anks of those that had reduced approvals in the pre- 
ious quarter, bringing to twenty-six the number of de- 
lining industries. Moreover, subtracting the steel in- 
lustry’s appropriations from the total in the second 
juarter hurts rather than improves the comparison 
vith last year. Thus, the latest cutback was marked by 
teatly increased participation, scarcely related to the 
teel-industry shutdown half a year earlier. 


TWO DOWNTURNS COMPARED 


For proper perspective, however, the trend in. the 
irst half of 1960 should be set against the previous 
riod of contraction in approvals disclosed by the 
netalworking survey, extending from the first half of 
957 to the first half of 1958. 

That the slowdown in the first half this year was less 
ronounced is suggested by the number of metalworking 
ndustries reducing approvals from year-ago levels. Of 
he thirty-eight categories surveyed, thirty-four and 
hirty-one, respectively, cut their authorizations below 
he year-ago sums in the first and second quarters of 
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1958. In the first and second quarters of 1960, fourteen 
and twenty-six industries, respectively, made cutbacks. 

Thus, although this rough measure confirms that the 
declines were spreading between the first two quarters 
this year (whereas in the earlier period they lessened 
slightly), so far their number has not equaled that 
during the recession of early 1958. Similarly, the chart 
on this page, which traces the trends in total approvals, 
shows that both the percentage declines as well as the 
excess of divisional losses over gains so far this year 
were considerably smaller than those in the first half of 
1958. 

The entire setback of one fourth between the first 
half of 1959 and the similar period this year compares 
very favorably with one of 60% which occurred between 
the first halves of 1957 and 1958. Each of the major 
metalworking groups shows the same relatively favor- 
able comparison between the year-to-year approval 
trend in early 1960 and that two years before. The 
earlier cutback of three fourths in primary metals ap- 
propriations can be contrasted with a decline of less 
than two fifths more recently. The previous drop of 
almost one half in fabricated metal products approvals 
contrasts with a modest rise in the 1959-1960 trend. 
Nonelectrical machinery allocations fell more than three 
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fifths during the previous downturn, but by only a sixth 
in the latest period. The electrical machinery industries 
pared appropriations more than 40% two years ago, but 
by only a shade in the first half this year. Transporta- 
tion equipment approvals moved down more than two 
fifths in 1958, but only a little over a fifth recently. And 
the instrument group’s authorizations were slightly 
greater from January to June this year than last, 
whereas they fell off more than two fifths in the first 
half of 1958. Thus the downward tilt in metalworking 
approvals so far in 1960 appears moderate compared 
with the previous period of decline. 

The two periods compared above, however, may not 
represent similar “‘stages of the cycle.” If they do not, 
these comparisons, though possibly indicative, cannot 
be supposed to foretell the duration or depth of decline 
in capital outlays foreshadowed by the recent appro- 
priations downturn. The historical record on metal- 
working appropriations is too brief to permit certainty 
about the properties of “‘the cycle.”’ In any event, such 
internal comparisons are seldom conclusive in forecast- 
ing future trends. 


SEASONAL EFFECTS WEIGHED 


Year-to-year comparisons tend to obscure the fact 
that trends in metalworking appropriations, like many 
other business indexes, are susceptible each year to 
varying seasonal ups and downs. As a result, year-to- 
year comparisons may understate or overstate the true 
extent of gains and losses in appropriations. 

With a longer run of metalworking survey data it will 
be possible to even out these seasonal changes. In the 
meantime, however, their broad outlines can be traced 
and compared over a four-year span, thus refining the 
indications furnished by the year-to-year results dis- 
cussed previously. For this purpose the brief table be- 
low shows the percentage changes in metalworking 
appropriations from the first to second quarters during 
the latest four years: 


Percentage Changes in Metalworking Approvals 


First Quarter to Second Quarter: 


1957 1958 1959 1960 
Toran MreraLworkIne!....... — 34 —32 —22 —31 
Primary metals: Se peo, et ae —14 —13  —654 —13 
Fabricated metal products..... —44 —ll —20 —43 
Machinery (except electrical)... —34 —27 —15 —57 
Electrical machinery.......... —58 —14 +47 —29 
Transportation equipment..... —50 —56 +43 —36 
Instroments')) 22 tit tat aeate a —48 — 36 —A —10 


1{ncludes metal furniture, SIC 25, not shown separately 


In total metalworking, the drop from the first to the 
second quarter this year was some two-fifths greater in 
magnitude than that in 1959, clearly a period of expan- 
sion. It was somewhat smaller, however, than that in 
1957, when other evidence shows that approvals were 
falling rapidly. It is about the same as the decline from 
the first to second quarter of 1958, a period when 


appropriations were leveling out of their previou 
downturn. Thus, the seasonal change between the fir: 
two quarters of 1960, while in a range somewhat close 
to that of a previous declining phase, was not quite s 
great as then. 

The chart on page 46 depicting total estimated metal 
working appropriations from 1957 to the present show 
the similarity between the trend in the first two quarte1 
this year and that in early 1958. Also revealed is th 
somewhat shallower seasonal letdown in the first half ¢ 
1959 and the steeper one between the first and secon 
quarters of 1957, periods, respectively, of rise and de 
cline. Thus comparison of these quarter-to-quarte 
changes over a number of years serves as a further tes 
of the underlying direction of appropriations.! 


INDUSTRY-BY-INDUSTRY SEASONAL INDICATIONS 


The 1960 seasonal drop in primary metals was mos 
like that in 1958, when the last contraction reached it 
low point. The unusually sharp decline between the firs 
and second quarters of 1959 was owing to an extra 
ordinary upsurge in steel industry approvals in the firs 
quarter of the year, and must be discounted as indica 
tive of a severe decline in the second quarter. 

The cutback from the first to the second quarter thi: 
year in fabricated metal products approvals matche 
that between the similar 1957 periods, when the tren 
in this industry was probably declining. The lates 
seasonal letdown in fabricated metal products greatly 
exceeds that in 1958, when recovery seemed imminent 
and also in 1959, when the year-to-year comparison: 
pointed to a general advance. 

The latest drop in nonelectrical machinery approval: 
was clearly in excess of any other comparable decline 
in the four-year history of the metalworking survey. The 
first-to-second-quarter percentage changes for this in: 
dustry should be compared with the appropriations de: 
cline that moderated considerably in 1958 and with the 
sustained upswing in progress early in 1959. 

On the other hand, the most recent easing in elec: 
trical machinery appropriations was only half as deey 
as the setback suffered in 1957. It was, however, a hal! 
greater than the mild seasonal decline from the first té 
second quarter of 1958, a time when the downturn ir 
this industry’s approvals was apparently coming to am 
end. In 1959, a year of rapid gains, electrical machinery 
appropriations leaped forward between the first anc 
second quarters, in sharp contrast to the latest decline 

The pattern in transportation equipment appropria’ 
tions was similar to that in electrical machinery: the cut 
back in early 1960 was considerably less sharp than thy 


1 Also note, for example, that approvals turned down between th: 
fourth quarter of 1957 and the first quarter of 1958, and again 
tween the fourth quarter of 1959 and the first quarter of 1960, wher 
year-to-year comparisons indicate declines. In contrast, a s 
increase occurred from the fourth quarter of 1958 to the first q 
of 1959. The year-to-year percentages for these two periods point to 
dramatic upsurge. These two methods, therefore, have a consisteaay 
that aids the observer in assessing the trends 
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Table 1: Capital Appropriations in Metalworking, 1958 to 1960 


Money figures in millions of dollars 


Capital Appropriations Approved 


uring: 


SIC Ist half 2nd half Ist half 

Industry Code 1958 1958 1959 
Metal furniture... 2.20... .2.005, 25 2.6 1.5 10.8 
Primary metals... ....5...08ses08s 33 200.7 312.0 796.3 
Fabricated metal products......... 34 56.1 82.3 85.5 
‘Aachinery (except electrical). ...... 35 162.9 205.4 250.8 
tlectrical machinery and equipment.. 36 85.5 105.4 158.4 
iransportation equipment.......... 37 235.9 186.0 399.1 
MEEMUGCNES,CFCso ls soso oss oininieicles« « 38 12.9 15.5 30.2 
Total reported in metalworking!.... 756.6 908.1 1,731.2 

_ Total estimated metalworking?..... 1,160 1,440 2,790 


» Based upon returns from 481 companies reporting 715 separate industry groups 


Percentage Changes: 


Ist half 2nd half 1st half 

1958 to 1958 to 1959 to I '59 

2nd half Ist half 1st half 2nd half Ist half to 
1959 1960 1959 1959 1960 il '60 
3.1 4.3 +323 +103 —60 —71 
558.1 495.2 +297 + 79 —38 — 9 
113.0 88.8 + 52 + 37 + 4 —15 
258.0 Zi2e1 + 54 + 26 —15 —40 
194.5 155.8 + 85 + 85 — 2 —32 
323.1 311.9 + 69 + 74 —22 —A4A8 
18.9 30.5 +134 + 22 + 1 ae 
1,468.7 1,298.7 +129 + 62 —25 —29 
2,360 2,050 +140 + 63 —27 —28 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
» 2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: The Conference Board 


me in 1957 (or 1958), doubtless a period of contraction 
im capital expenditure anticipations, but was in disap- 
dointing contrast to the rise of more than two fifths that 
securred last year, when the year-to-year comparisons 
ndicate that this industry’s approvals were in a steep 
upsurge. 

_ Similarly, appropriations in the instruments indus- 
tries fell only a tenth between the first two quarters this 
year, much less than the more-than-seasonal setbacks in 
957 and 1958, but slightly more than the drop in 1959. 
Thus, it seems that instruments approvals have not 
recently shown a strong downward bias, but neither 
aave they been quite as buoyant as at the same time 
last year. 

' Once again, the evidence provided by the metalwork- 
ing survey generally suggests that a setback of some- 
what greater-than-seasonal proportions took place in 
early 1960, but that it was more moderate than the 
decline during the first half of 1957, when a major 
Hownturn was apparently in progress. 


SEASONAL PATTERNS AND THE STEEL STRIKE 


| Some may believe that the first and second quarters 
of 1960 look poor in comparison with the similar periods 
bf 1959 only because business last year was working 
Dvertime to prepare for the impending work stoppage 
n the steel industry. The fact that the appropriation 
end from the first to the second quarter of 1960— 
which is not statistically affected by 1959 approvals— 
bears a closer resemblance to earlier periods of decline 
than to the expansionary trend in early 1959 lends little 
support to this theory. 
A sharp drop in steel industry appropriations them- 
Ives between the first two quarters of 1959 may have 
/ been owing to some extent to such factors. But even the 
seasonal trend in steel early in 1960 evidently reverted 
to a pattern parallel to that of 1957, when the underly- 
ing direction was apparently downward. Moreover, in 
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contrast to a moderate rise in total approvals minus 
steel from the first to the second quarter of 1959 (steel 
explains the decline in total approvals then), they fell 
between the similar periods of 1960 to an extent gen- 
erally matching the declining seasonal changes in early 
1957 and 1958. 

In the second quarter this year it was, of course, 
possible that the economy was still reacting to second- 
ary shock waves from the strike and its settlement. But 
on balance, it appears that the decline during the first 
half of 1960 cannot be explained solely on the basis of 
steel-strike effects. 


GAINS MORE SPARSE 


Table 3 shows the extent to which the separately 
reporting divisions in the six major metalworking cate- 
gories increased or reduced their capital appropriations 
in each of the five latest quarters relative to the similar 
periods in the preceding years. In all six major indus- 
tries, the percentage raising approvals fell from the first 
to the second quarter this year, extending the pattern of 
decline that began in the third quarter of 1959. The 
greatest setbacks occurred in electrical machinery, non- 
electrical machinery, and instruments. 

It is noteworthy, however, that in primary metals 
the proportion of divisions reducing approvals from a 
year ago shrank considerably between the first and sec- 
ond quarters. This trend was consistent with the much 
smaller recent cutback in this industry’s appropriations. 

Slightly fewer divisions in the fabricated metal prod- 
ucts group reported lower appropriations in the second 
quarter this year than in the first, but the difference was 
not great enough to offset the decline in the number 
reporting increases. As a result, this group showed a 
decline in appropriations in the second quarter from a 
year earlier, whereas in the first quarter it registered an 
increase. 

Between the first and second quarters this year, de- 
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Table 2: Changes in Metalworking Appropriations, 
1958 to 1960 


Percentage Changes! 


2nd half Ist half 


Industry SIC 1958 to 1959 to 159 i '59 
Code 2nd half 1st half to to 
1959 1960 1 '0 ll '60 


Blast furnaces, steel works, 

and rolling mills....... Soil + 85 — 49 — 59 — 24 
lron and steel foundries. . . 332 + 48 + 39 + 34 + 46 
Smelting nonferrous metals. 333-4 +168 — 36 — 45 — 25 
Rolling, drawing, extruding 


nonferrous metals...... 335 — 10 + 37 — 14 +106 
Nonferrous foundries...... 336 +707 + 52 +466 — 38 
Miscellaneous primary 

MetGlS reece ee 339 SE) Se Ok) Saye) == ihe 
Metalcans yc frat. ete oe 341 — 13 + 27 + 85 — 28 
Cutlery, hand tools, 

hardware? 6.2 >. t..1meses 342 +689 0+ 3 -— 3 
Heating (except elec.) and 

plumbing equipment.... 343 +40 + 16 — 10 + 58 
Fabricated structural 

products). Sacre 344 — § + 42 +127 — 42 
Screw products and rivets. . 345 — 10 — 41 + 12 — 66 
Sfampings ceric cece 346 + 5 — 42 — 69 + 42 
Coating, engraving and 

wire products?........ 347-8 +167 + 17 +162 — 57 
Miscellaneous fabricated 

metal products........ 349 — 28 +10 + 2 + 20 
Engines and turbines...... 351 +151 — 51 — 57 — 29 
Farm machinery and tractors 352 — 23 — 45 — 45 — 46 
Construction, mining, mate- 

rial-handling equipment. 353 — 63 — 15 + 37 — 79 
Metalworking equipment®... 354,-9 + 98 + 23 + 59 — 23 
Special industry machinery . 355 + 18 + 50 — 1 +141 
General industrial machinery 356 +224 — 12 + 12 — 50 
Office, computing machines. 357 + 57 — 13 + 26 — 43 
Service industry machines. . 358 +96 + 24 + 31 + 20 
Electrical transmission 

equipment............ 361 +235 + 7 + 22 — 3 
Electrical industrial 

apparatus anenen citar 362 0 — 27 +91 — 69 
Household appliances..... 363 + 16 — 38 — 17 — 54 
Electric lighting and wiring 

equipment............ 364 + 61 +120 +136 +112 
Radio and television...... 365 + 66 + 7 +129 — 34 
Communication equipment. . 366 +314 — 18 + 30 — 67 
Electronic components..... 367 —- 8+ 18 + 55 — 16 
Miscellaneous electrical 

equipment............ 369 + 41 — 46 — 32 .— 53 
Motor vehicles and related 

equipment*........... 371,-5,-9 +167 — 24 + 26 — 50 
Aircraft and parts....... 372 —- 4—17 + 2 — 46 
Ship and boat building.... 373 — 32 —11 — 32 + 88 
Railroad equipment....... 374 + 98 + 28 + 25 + 34 
Engineering and scientific 

research instruments... . 381 +139 + 8 — 3 + 21 
Measuring and controlling 

instruments........... 382 — 14 — 19 — 16 — 22 
Otherto se sect oe eae 383-7 + 10 + 36 + 46 + 20 


1 Derived from the dollar figures shown in table 4 
2 Includes miscellaneous fabricated wire products, SIC Code 348 
3 Includes miscellaneous nonelectrical machinery, SIC Code 359 


4Includes motorcycles, bicycles and parts, and miscellaneous transportation equipment, 
SIC Codes 375 and 379, respectively 


5 Includes optical instruments, medical instruments, ophthalmic goods, photographic equip- 
ment, and watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386, and 387, 
respectively 
Source: The Conference Board 


clines in the proportion of divisions raising appropria- 
tions and increases in the proportion cutting back from 


a year ago were related to concurrent shifts from ad 
vance to retreat in the appropriation trends of the elec 
trical machinery, nonelectrical machinery, transporta 
tion equipment, and instrument industries. A similai 
pattern was associated with a somewhat larger cutback 
in total metalworking approvals i in the second quartel 
than in the first. 


PRIMARY METALS IMPROVE 


Following a first-quarter setback of one half from 
year earlier, primary metals approvals again declined ir 
the second quarter this year. The drop was much more 
moderate, however, as the cutback rate in basic iron anc 
steel narrowed from three fifths in the earlier period tc 
a fourth in the later one. 

The relative improvement from the first to the seconc 
quarter was led by an actual advance in approvals of the 
iron and steel foundries category and a dramatic rever- 
sal of a declining trend that had lasted for three quarter: 
in nonferrous rolling, drawing, and extruding. The re- 
cent gain over the year-ago period in this industry was 
an important $25 million, as burgeoning markets fo 
new products required new productive facilities. 

The first-quarter rate of decline was lessened in the 
second quarter by nonferrous smelters, but second- 
quarter cutbacks marred previously rising trends in 
nonferrous foundries and miscellaneous primary metals. 

Generally, although basic steel again reduced its ap- 
provals in the second quarter, the other primary metals 
industries reversed a small first-quarter setback with a 
boost of one third over second-quarter-1959 appropria- 
tions. The continued decline in steel approvals was evi- 
dently related, at least in part, to the steady slide in the 
rate at which this industry was utilizing its productive 
capacity, as steel users preferred to meet their output 
requirements from current stocks and found their own 
markets dwindling. From a 1960 high of 96% in Janu- 
ary, the steel industry’s rate of operations declined with- 
out significant interruption to an average level of 60% 
in June. 


FIRST SETBACK FOR FABRICATED METALS 


Although their appropriations slightly topped last 
year’s rate in the first half of 1960, the fabricated meta. 
products industries cut approvals by nearly a sixth in 
the second quarter. This decline was the first after eight 
consecutive quarters of gains, and followed an increase 
of 18% in the first three months of the year. : 

The second- -quarter decline was caused chiefly by 
sharp cutbacks in metal cans, fabricated structurai 
products, screw products, and coating, engraving, an 
wire products. Between April and June a faltering 
trend in new orders for fabricated structural producti 
evidently discouraged the manufacturers, as demand for 
private housing displayed further weakness. A sligh® 
decline in cutlery and hardware industry approvall 
ended a skein of dramatic gains throughout 1959 and 7 
small increase in the first quarter of this year. 
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- Softening the second-quarter decline for fabricated 
netal products, however, were strong approval gains in 
the heating and plumbing equipment and the metal 
i) ttampings industries. A decidedly improved trend in 
i) Thipments between the first and second quarters appar- 
mtly brightened the outlook of manufacturers of heat- 
irs, stoves, and plumbers’ goods. 


SIGHTS LOWERED IN NONELECTRICAL MACHINERY 


- A moderate improvement in nonelectrical machinery 
ppropriations during the first quarter of 1960 gave way 
n the following three months to a cutback of two fifths 
yelow year-ago approvals. 
_ A sharp increase was scored by the special industry 
machinery category, reversing a slightly declining trend 
luring the previous two quarters. A boost of one fifth 
narked the approvals of the service industry machines 
yroup, which extended its advance to four consecutive 
4uarters. 
| Above-average cutbacks were made in approvals by 
the general industrial machinery and office and comput- 
ng machines groups. In each case, however, these de- 
‘lines were the first since the fourth quarter of 1958, and 
“arge gains marked the intervening quarters. 
) Once again, appropriations were reduced by manu- 
jacturers of farm machinery and equipment. This was 
the fourth straight cut, and is closely related to the 
‘iecline in agricultural incomes, which continued through 
, the second quarter this year. 
, | A setback of four fifths reversed the first-quarter in- 
| ‘rease in approvals in the construction, mining, and 
/ naterial-handling equipment industry. Metalworking 
*quipment appropriations were reduced almost a fourth 
/ rom a year ago, as new orders for metal-cutting and 
metal-forming tools turned spotty. Producers of engines 
ind turbines added another cutback to that in the 
4 brevious quarter, although the second-quarter decline 
) vas less sharp. 


ELECTRICAL MACHINERY APPROVALS DECLINE 


_ A broad letdown in electrical machinery appropria- 
‘ions reflected less ebullient estimates of current busi- 
ness than had generally characterized the scene since the 
/ inal quarter of 1958. The only industry reporting gains 
| vas electric lighting and wiring equipment. This group 
)xtended to seven consecutive quarters its upsurge in 
) tapital-spending anticipations. 
|| Funds set aside for investment by manufacturers of 
Hectrical transmission and distribution equipment (SIC 
_ 361) were only slightly off from the year-earlier level in 
the second three months this year. This apparent level- 
ng out has followed a somewhat uneven trend of rises 
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1959 and first half of 1957, respectively 
" ased upon reports by 715 metalworking divisions or companies 
i (Includes metal furniture (S/C 25) not shown separately 


p Ss in first half of 1960 and first half of 1958, relative to approvals in first half of 


‘ource: The Conference Board 
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Metalworking Approvals Show More Moderate 
Decline in 1960 
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Table 3: Percentage of Companies and Divisions Reporting Higher or Lower 
Capital Appropriations, Latest Five Quarters 


In per cent 

{1 '59 over Il '58 Il "59 over Ill '58 IV '59 over IV '58 1'60 over | '59 il '60 over Il '59 
Industry Higher Lower Higher Lower Higher Lower Higher Lower Higher Lower 

Primary imetalls 5,5 <0 2cs-< ers sisiatessiial state’ os eh are sue 6, 0f500P 73 22 59 36 64 33 47 51 46 47 
Fabricated metal products: .).\. 0)... cites eo oe ose ec a5) 38 50 36 48 43 48 44 46 43 
Machinery (except electrical). ..............0000 62 2a 61 28 45 47 48 4S 40 48 
Electrical machinery and equipment............... 73 21 59 34 55 39 61 34 41 53 
Transportation equipment). , <2 <2 spesiele = stele ere sis eile, ox 65 30 60 33 54 40 A5 48 4l Da 
Instruments; etes, \.ichcie Seite ayekte eis a.eteve ls (os iesasate ieaye 82 18 58 42 58 39 61 36 52 48 
Total Sede Mea ais aie heres se talete ee ee ee ie ae 67 27 58 33 54 40 49 44 43 49 


1 Includes metal furniture, not shown separately 


Percentages for each quarter do not add to 100 because of divisions which reported no change in level of appropriations 


Based upon reports for 715 separate three-digit industrial divisions 
Source: The Conference Board 


and declines over approximately the past three years, 
although large gains were scored in the second and third 
quarters last year. 

Elsewhere, sharp cutbacks were the rule. Approvals 
were slashed more than one half by household appliance 
producers, following a cutback of a sixth in the first 
quarter. The radio and television group reversed a big 
first-quarter boost with a cut of one third in the second 
quarter. These declines came at a time when it was 
becoming clear that retail sales for some of these 
products had lost their previous buoyancy. 

First-quarter approval gains were wiped out by 
second-quarter losses in the electrical industrial appara- 
tus, communication equipment, and electronic com- 
ponents industries. The cut in communication equip- 
ment appropriations brought to a halt eight quarters of 
continuous advances. The latest cut in appropriations of 
the electronic components industry still left the first- 
half-1960 level more than a sixth above the first half of 
1959, whereas approvals in the second half last year 
were a shade lower than they had been in the similar 
period of 1958. 


TRANSPORTATION EQUIPMENT OFF 


Transportation equipment appropriations emerged 
from decline in the first quarter last year. The subse- 
quent upsurge continued, although with declining mo- 
mentum, through the first quarter this year. The final 
gain of 15% in the first quarter gave way to a cutback 
of almost one half in the second quarter, bringing the 
expansion to a close. 

A rise of one third, however, was added to the first- 
quarter boost of one fourth in railroad equipment ap- 
provals, thus continuing the advance briefly interrupted 
in the final months of last year. A sharp boost in ship- 
building appropriations during the second quarter this 
year reversed the slump that marked all of 1959 and the 
previous quarter. 

On the other hand, the 1959 upsurge in approvals of 
the motor vehicle equipment producers came to a halt 
in the second quarter with a slash of one half. The air- 


craft builders also approved almost 50% less in th 
recent survey period than a year earlier, with their leve 
in the first half of 1960 a sixth under that in the sam 
period of 1959. 


INSTRUMENTS UPSURGE LEVELS OUT 


Capital appropriations approved by the instrument 
industries advanced for six successive quarters extend 
ing from the last quarter of 1958 through the firs 
quarter of 1960. Changes in the momentum of this ris 
trace a smooth trend which reached a peak in th 
second quarter last year and receded into the first thre 
months this year, when the rate of year-to-year gain wa 
4%. Since second-quarter approvals were just a shad 
under those of a year earlier, the total for the tw 
quarters combined was about equal to the sum for th 
first half of 1959, a survey high. 

In engineering and research instruments, a modes 


First-half Appropriations Off 


BILLIONS 
$ 


I Iz ide!" 
Capital appropriations estimated for all metalworking companies, first quarter of 1957 throug 
second quarter of 1960 
Based upon reports by 715 metalworking divisions or companies 
Source: The Conference Board 
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Table 4: Capital Appropriations Reported in Metalworking, 1958-1960 


Millions of dollars 


1958 1959 1960 


SIC ee eee eee eee 
: Industry Code l 1) il IV ! ll Ul IV I i} 
EMMRINMATON G2. Pees 3. 3 is er S055 fan, 010, 0808.5, 5aseye« 25 hes) 1.0 1.0 0.5 1.6 9.2 1.6 UES) 1.6 Zh 
st furnaces, steel works and rolling mills....... 331 51.6 71.9 135.6 104.9 464.2 184.0 W130) 9-33 1-7 a2, 140.4 
hand steel foundries.............200000. 332 5.8 4.4 5.4 6.4 10.0 8.2 8.9 8.5 13.3 12.0 
mary smelting nonferrous metals............ 333 
condary smelting nonferrous).............. 334 \ 31.8 2.9 14.0 49 31.9 28.4 33.0 17.5 17.4 21.4 
ling, drawing, extruding nonferrous metals.... 335 327) 11.6 15.1 17.8 33.9 25.3 13.6 16.0 29.1 51.9 
Barerrous foundries. . i... ccc ee eew os eieee 336 2.4 0.4 0.9 0.2 0.8 3.8 7.3 1.9 4.7 2.4 
scellaneous primary metals................ 339 1.8 2.2 3.4 3.4 3.3 2.5 3.2 3.4 9.4 2.0 
BRPRRIEY, LOGOS oo claire 8 iaic's ols aictarate sae ost a ane 33 107.2 93-3 ee I7Aso) Me G7O) MD 44e20 BZ Oza 179.0) 4379:0) 6265.15 423021 
MRM URCOEINS ic ob ¥ 9 ests) cop sePallois dro jase. a;516, 0.086% 341 7A 8.0 11.3 18.5 12.0 12.8 9.6 16.2 22:2 9.3 
itlery, hand tools, hardware............... 342 0.7 ie) 1.3 3.8 3.1 2.5 10.7 29.6 3.2 2.4 
hating apparatus (except elec.) and plumbing 
BERL OSIMMEMAGNTS SEV 5 (00 sponsts latte iavecssheisiee sms ale 6 343 4.0 2.0 1.8 3.1 4,1 2.6 3.1 3.8 BVA 4.1 
ibricated structural products................ 344 6.3 8.9 8.0 8.8 6.6 6.7 6.0 9.9 15.0 3.9 
lew products and rivets. .........2cesseces 345 17 1.2 2.5 4.2 1.9 3.8 Fags) = Wf 2.1 1.3 
— OBINE Boi Oib0 6.6 ols ro Sinobig OOOO npc ae oc 346 3.8 2.6 6.5 4.7 15.7 52 6.7 5.0 4.8 7.4 
BEET EN GNAVING, : yes 4) siayalorelate a0 sis ayers epee 347 
hiscellaneous fabricated wire products)....... 348 } 2.2 —0.3 0.1 0.3 0.7 1.4 0.3 0.9 1.9 0.6 
iscellaneous fabricated metal products....... 349 3.7 4.1 2.8 4.5 3.4 2.8 2.6 2.6 aco, 3.4 
Fabricated metal products...............- 34 29.6 26.5 34.4 47.8 47.6 SYA) 41.4 71.6 56.4 32.4 
Bynes cand turbines. ..45. 6 tej sye aisle eae sie eee 351 5.9 3.6 3.3 8.4 2or3 7.0 5.9 23.6 9.9 5.0 
rm machinery and tractors................ 352 5:2 9.5 18.7 13.4 18.9 14.2 11.8 12.9 10.5 Td 
struction, mining, material-handling 
PERMIDIMEGN Palais cioretale ts okie sjyea e's © eines ble oie 353 26.5 S52 5.4 58.0 33.8 27.5 Te. 12.4 46.4 5.8 
stalworking machinery and equipment....... 354 
\iscellaneous nonelectrical machinery)........ 359 \ 6.4 3.8 3.1 57 8.5 6.6 V1.1 Vt a 
ecial industry machinery...............4-. 355 13.2 15.1 7.4 9.2 9.6 5.4 10.9 8.7 9.4 13.1 
eneral industrial machinery and equipment.... 356 16.1 6.5 6.9 9.4 25.0 16.2 371 TS:7 28.5 8.2 
fice, computing, accounting machines........ 357 19.3 20.0 19.9 32.6 21.0 PLT 35.6 46.9 26.5 15.7 
arvice industry machines..............0.005 358 1.4 sh 1.9 zal 2.4 Sal 4.8 3.0 3.1 3.7 
Machinery (except electrical).............. 35 94.1 68.8 66.6 138.8 142.9 107.9 128.6 129.4 147.9 64.2 
sctrical transmission equipment.............. 361 8.9 Sy7/ 3.6 17.7 8.3 14.1 56.3 15.1 10.1 13.8 
ectrical industrial apparatus..............+.. 362 9.0 6.7 3.6 13:2 9.0 25.7 7.3 11.4 Zaz 8.0 
BEREHOICNICI PPCM COS... 2tshs)<t Aela/s1s-chauens.e lt o'haie 363 7.4 3.5 5.4 Sy7/ 8.7 10.6 6.1 4.4 7.2 49 
sctric lighting and wiring equipment......... 364 2.3 1.4 1.0 5.1 2.8 5.4 3.1 6.7 6.6 11.3 
idio and television receivers..............- 365 KI 1.3 0.9 4.1 1.4 4.2 5.8 2.4 ey 2.8 
/mmunication equipment................66- 366 8.5 9.3 4.1 6.3 10.1 10.1 28.2 14.7 iret 3.3 
pctronic components. .......-......+2 reece 367 7.7 10.9 10.2 23.0 21.1 23.2 12.4 18.3 32.7 19.4 
iscellaneous electrical equipment............ 369 1.0 0.7 0.6 ef) 1.3 2.4 is 1.0 0.9 1.1 
i 4, 
tor vehicles and equipment.............+.. 371 
oforcycles, bicycles, and parts)............. 375 101.1 42.3 37.2 47.2 96.2 190.1 127.5 97.9 120.7 95.8 
iscellaneous transportation equipment)....... 379 
BMRA NRCATNC PO CEES, Aceh ctrcwsi cus isis: aid ale. buch -a0sciar'eves as 372 Sie2Z 27.2 26.1 67.2 60.1 41.4 34.4 54.9 61.5 22.5 
Mme boah building... 6): «6.2. + 06 «6,40 5.08)0 0 373 8.2 19 Doe 3.8 6.4 1.3 2.5 1.6 4.3 2.5 
Broddiequipment: .. 2.5 ..c0..0csee cece 374 3.0 1.1 0.9 1.3 2.1 1.4 3.1 1.2 2 1.9 
Transportation equipment...............4- 37 163.4 72.5 66:5. 119.5) 1164.8 234.3, © 167-5) 155.6 189.2.) 122.8 
gineering and scientific research instruments.... 381 2.1 0.9 0.8 2.2 5.3 47 2.5 4.7 5.1 O37) 
easuring and controlling instruments......... 382 3.8 2.3 4.3 4.0 6.2 7.8 3.6 3.6 oy? 6.1 
BRtICCHBIEISERUMIGNTS) es opie aual itches tices iauctsaceeed ee ce, 4 383 
BERPINSTHUMENES)sciest,& «© cuew +.dveis cise sn ots 384 
BEMHCNTMICLOOOUS)) Sas tine. sks ores eee 385 Zt NZ; 1.2 2.9 3.9 FAR 1.9 2.6 5.7 2.7 
hotographic equipment). ..............-065 386 
Natches and clock-operated devices)........ 387 
MBILUMMOIIS, (OCr ate crag, viel sos clee ec hele le vs 38 sek Sie koto] 6.3 9.2 15.4 14.8 8.0 10.9 16.1 14.5 
Total reported metalworking’............+.. 449.6 307.0 378.8 529.4 979.2 751.9 646.5 822.1 767.3 531.4 
Total estimated metalworking?.............. 670 500 610 8309 4156205 71,170 t1,010) VATE S40"= 7,210 840 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: The Conference Board 


rst-quarter curtailment was reversed by a gain of a previous quarters of decline. A continuation of the first- 
fth. Approvals in the measuring and controlling instru- quarter rise in the other instruments industries caused 
aents industry, on the other hand, continued three appropriations for the first half this year to show a 
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better rate of gain over the year-ago period than they 
had in the second half of last year. 


FORCES AND DIRECTIONS 


Metalworking appropriations turned somewhat lower 
between April and June this year for their second suc- 
cessive quarterly decline. The cutbacks in the first half 
of 1960, however, were much more moderate than those 
that occurred between the first half of 1957 and the 
similar period of 1958. 

In the first quarter, a sharp downward adjustment in 
steel industry approvals accounted for the entire set- 
back. The boost in steel output and shipments following 
the settlement of the 1959 steel strike had evidently 
passed well beyond users’ requirements by the end of the 
first quarter this year. Thus the first-quarter cut in steel 
approvals was perhaps a response to the disappointment 
of year-end expectations. 

The second-quarter letdown, in contrast to that in the 
first quarter, was widely dispersed. The spread of de- 
clines in the second quarter this year may have been 
caused by a spotty performance of the metalworking 
industries’ order backlogs coupled with a fairly general 
build-up in their inventories since the beginning of 1959. 
In combination, these forces showed that no great 
pressure was being exerted by new orders upon produc- 
tion facilities in order to meet current shipment 
schedules. 

A wavering rise in durable goods’ unfilled orders from 
early 1959 to their peak last October was centered in 
the steel and nonelectrical machinery industries. Order 
backlogs for the other metal fabricating groups remained 
almost stationary during this period. The backlog de- 
cline from the October high was general, except for a 
continued rise at half the earlier rate for nonelectrical 
machinery. 

In the first half of 1960, unit costs of production in 
metalworking apparently rose against a gently down- 
ward-drifting trend in deliveries, putting a squeeze on 
earnings and profit margins. Depreciation accruals con- 
tinued to mount, and dividend payments remained 
generally steady. Hence retained earnings, which are the 
main financial pillar for expansion of manufacturing 
industry’s productive plant, turned lower during the 
period. 

The forces of demand and supply during the coming 
months are likely to determine both the ability of the 
metalworking industries to overcome mounting costs 
and their willingness to invest in new plants and equip- 
ment. These forces will take early effect in their capital 
appropriations, whose trends in the third quarter of 
1960 will be the topic of the next metalworking survey. 
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Canadian Economy 
[ Continued from page 25 ] 


difficulties confronted by a high-cost manufacturin 
industry in a relatively small country; the problen 
posed by external developments in the United State 
Europe, and elsewhere; and the possible avenues ¢ 
solution to these and other perplexities. No recon 
mendations will be made, but it is hoped that tk 
articles may help to clarify some of the principal issu 
in this complex question and cast a little light on tl 
difficult road ahead. 
Roy A. MattHEews 
Canadian Office 


Consumer Markets 
[ Continued from page 35 } 


cooking and baking ingredients, and such specific iten 
as soups, rice, coffee, cereals, soft drinks and beer. 

Apparel purchasing is also highly responsive to edue 
tion, but in this instance income is an especially in 
portant determinant. Within the same earning level th 
better trained spend sizably more on clothing. But wit 
the educational variable kept constant, we find that : 
the family moves up in the earning hierarchy there 
a substantial expansion in the apparel budget. Hoy 
ever, this trend is particularly sharp among high scho 
graduates, less so for other families. Among the iten 
whose purchase appears to be most sensitive to mo 
schooling are women’s suits, coats and slacks, han 
bags, men’s pajamas, ties, and clothing care. 

There is a pronounced relation between spending f 
the home and the length of time the consumer has bee 
in the classroom. Within each income bracket, expend 
tures for household operations and furnishings claim a 
appreciably larger share of the more-tutored family 
budget. In this area, in fact, book learning appears to t 
of greater relevance than income among middle-cla 
families. We find that when the less educated move u 
in the earning scale, spending for the home expanc 
modestly; but when there is improvement in the 1 
nances of the better educated, it grows substantiall 

Among the goods and services that are particular 
responsive to better education are furniture, major a} 
pliances, dining equipment, removable floor coverin 
paper products, and domestic help. Those with le 
tutelage spend more on small appliances, televisic 
sets, and most cleaning and laundry items. 

Expenditures for medical and personal care are al: 
substantially affected by academic training. Here agai 
we find the better educated spending more on all incon 
levels, and there is an impressive increment in outlay 
as the fortunes of such families improve. When the les 
well trained come upon better times, however, onl 
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iodestly more is spent in this sector. Those with more 
thooling do relatively heavy spending in the beauty 
arlor and the barber shop, for professional and medical 
rvices, and for vitamins. Other families buy compara- 
vely more brand products and medications—lotions, 
vemes, headache and cold remedies, digestive aids, 
xatives, rubs, and liniments. 


tomobiles 


In the automotive sector, both formal education and 
Yscome status are important determinants of buying, 
ath the latter appearing to be the more significant of 
ie two. Once again more spending goes with more 
shooling, but in this instance we find that regardless of 
ademic accomplishment there is a heavy increase in 
penditures as earnings rise. 
There is a sizable propensity to spend more for 
screational pursuits among the more tutored on all 
acome levels. As income increases such expenditures 
«so rise, but much more rapidly for the families that 
ave gone through secondary school. Items that are 
articularly responsive to longer education are eating 
ut, spectator fees, club dues, golf balls, pet equipment, 
ad food. Purchases of sporting goods and cameras, 
“Yhile sensitive to education, are also very strongly 
ffected by income. 
Certainly considerably more exploration of this theme 
») in order. The above observations serve merely to 
lustrate that the schooling variable is a powerful 
eterminant of buying behavior. 


Fasian LINDEN 
Division of Consumer Economics 


Business Bookshelf 


sanagement Organization and the Computer—The book con- 
tains the proceedings of a seminar of the Graduate School of 
Business— University of Chicago, devoted to the impact of 
© electronic computers on management jobs, organization and 
concepts, the problems that arise, and possible solutions. 
The first of four parts contains the views of the editors on 
how new informational technology will affect management 
jobs. The second part deals with technological developments 
in the computer field, and their possible future applications 
to business decision making. Part III offers ideas on how 
computers will affect organization and the role of staff 
people; the fourth section comprises case histories of the 
impact of computers in five participating companies. Edited 
) by George P. Shultz and Thomas L. Whisler. The Free Press 
of Glencoe, Illinois, 1960, 257 pages. $7.50. 


dustrial Pricing Policies—This comparison of traditional 
price theory with the way prices are set in real markets is 
based on a study of the pricing policies of 139 Danish indus- 
trial firms. The book begins with a discussion of price objec- 
tives, goes on to examine to what extent firms attain their 
objectives, and reaches conclusions about their ability to 
‘} employ price theories in seeking their pricing goals. By 
) B. Fog. North Holland Publishing Company, Amsterdam, 
| 1960, 229 pages. $4.75. 
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Taxation and Operations Abroad—This collection of papers 
on tax problems and opportunities in foreign operations is 
the third volume in a series of publications on “The Impact 
of Taxation on Management Responsibility.”” Topics cov- 
ered include the tax and management decisions involved in 
choosing the form of business organization for investments 
and operations abroad, the foreign tax credit, the possible 
effects of the Boggs bill on administration of section 367 of 
the Internal Revenue Code, and various current tax issues 
affecting United States management in the European 
Common Market, Canada, Puerto Rico, and the Bahamas. 
Symposium conducted by the Tax Institute, December 3-4, 
1959. Tax Institute, Incorporated, Princeton, New Jersey, 
1960, 808 pages. $6.00. 


Ensuring Medical Care for the Aged—This timely volume pre- 
sents a wealth of information on the economic and health 
status of the aged, their utilization of hospital and medical 
services, and the extent of their medical care expenditures. 
It analyzes the present coverage of voluntary insurance and 
governmental programs and explores the various approaches 
that have been suggested to provide medical care for the 
aged. By Mortimer Spiegelman. Published for the Pension 
Research Council, Wharton School of Finance and Commerce, 
University of Pennsylvania, by Richard D. Irwin, Inc., 
Homewood, Illinois, 1960, 280 pages. $5.75. 


Principles of Audit Surveillance—The author describes in detail 
various forms of “inside theft’? or embezzlement, supple- 
menting his text with case histories of thefts that actually 
occurred, and offers some audit techniques for uncovering 
such peculation. Distinguishing “audit surveillance” from 
the conventional financial audit, he describes its application 
in such areas as tests of reasonableness, verification of 
entries and bookkeeping processes, account-inventory com- 
parisons, and the scrutiny of handwriting by auditors. By 
Harvey Cardwell. D. Van Nostrand Company, Princeton, 
New Jersey, 1960, 465 pages. $9.00. 


Readings in Cost Accounting, Budgeting and Control—This book, 
designed to supplement formal textbooks on the subject, 
contains papers by a number of authors on various aspects 
of cost accounting, budgeting, planning and control. The 
readings are organized under four main headings: “Back- 
ground and Theory,” “Problem Areas of Accounting for 
Product and Period Costs,” “Problem Areas of Planning 
and Control,” and “Reports to Management.” The material 
is supplemented by illustrations throughout and a bibliog- 
raphy of related readings. Edited by William E. Thomas, Jr. 
South-Western Publishing Company, Chicago, 1960, 833 
pages. $7.25. 


Alaska in Transition: The Southeast Region—An analysis of the 
natural and human resources and economic development of 
this area to provide background helpful to planning new 
economic and governmental activities now that Alaska has 
statehood. The volume includes an appendix with popula- 
tion and economic statistics. The book is part of a broader 
study being conducted of Alaska. By George W. Rogers. 
Resources for the Future, Inc., Johns Hopkins Press, Balti- 
more, Maryland, 1960, 384 pages. $7.00. 


The Materials of Demography: A Selected and Annotated Bibliog- 
raphy—Identifies and describes significant published works 
in the field of population analysis. Citations are limited to 
those released in recent decades, but some of the more 
important earlier studies are included. Only English-lan- 
guage publications are presented. By Hope T. Eldridge. 
Published by the International Union for the Scientific Study 
of Population and the Population Association of America, 
Columbia University Press, New York, New York, 1959, 222 
pages. $2.00. 


Allied Kid Co. ($12.2) 


Allied Paper Corp. ($21.6) 


American-Marietta Co. ($287.8) 


Anken Chemical & Film Corp. ($3.2)? 


Avien, Inc. ($2.2) 


Butingss Bookshelf 


Atomic Energy in the Soviet Union—An unofficial account of the 
history, present scope, and future possibilities of Soviet 
nuclear research and development. The basic information 
was assembled from Soviet newspapers and_ technical 
journals. Technical achievements are correlated with politi- 
cal and economic motives wherever possible. The book 
represents a revised and current version of three research 
memoranda previously published by The Rand Corporation 
as part of its research program for the United States Air 
Force. By Arnold Kramish. Stanford University Press, Stan- 
ford, California, 1959, 232 pages. $4.75. 


The Foreign Deficit of the U.S.—The author presents the basic 
facts about the foreign deficit of the United States with the 
aid of graphs, charts and statistical tables. By William B. 
Dale. Stanford Research Institute, Menlo Park, California, 
1960. $3.00. 


Organisation and Methods—A text designed for use by both 
students of business management and company personnel 
concerned with the study and refinement of office methods, 
systems, and procedures. Among the subjects covered are 
work simplification, forms design, office machinery, work 
measurement, and the organization and management of 
systems work. The material is supplemented by charts and 
diagrams throughout. Edited by G. E. Milward. Printed in 
England. Published by St. Martin’s Press, Inc., New York, 
New York, 1959, 408 pages. $7.50. 


Engineering Education in Russia—A booklet giving a brief his- 
tory of the development of Russian engineering education 
and a description of its present state. The material is drawn 
largely from personal knowledge of the system during pre- 
revolutionary days and from a return visit in 1958. Included 
is a brief comparison of the curricula of American and 
Russian schools. By Stephen P. Timoshenko. McGraw-Hill 
Book Company, Inc., New York, New York, 1959, 47 pages. 
$2.75. 


Announcements of 


Mergers and Acquisitions 
April 11, 1960—May 10, 1960? 


Acquired Unit 


Acquirer ie } ry 
Description and Assets in Millions 


Description and Assets in Millions 


Phillips-Premier Corp. (n.a.) 
Coated fabrics and synthetic materi- 
als for the shoe industry mfr. and 
distributor 


Egry Register Co. ($2.9) 
Business forms mfr, 


Leather tanner 


Book and specialty papers and Christ- 

mas tree ornaments mfr. 

Stephen Greene Co. (over $.1)* 
Business forms mfr. 

American Register Co. (over $,.1)* 
Business forms mfr. 

Fry Coal & Stone Co. (n.a.) 
Quarry and road construction materi- 
als processing plants operator and 
coal miner 

Madison Silo Co. (over $1.0)* 
Concrete silos mfr. 

F. G. Ludwig, Inc. (over $.1)* 
Photocopy machines mfr. 


Paints, resins, chemical and concrete 
products, etc., mfr. 


Photographic papers, films, cloth 
silver-sensitizing and photocopy ma- 
chines mfr. 


Colvin Laboratories, Inc. (over $.5)* 


Measurement instruments and con- Electro-mechanical instruments mfr. 


trols for aircraft mfr. 


Pressure Elements, Inc. (7.a.) 


Acquirer 
Description and Assets tn Millions 


Beatrice Foods Co. ($118.9) 
Dairy and food products mfr. 

Belding Heminway Co. ($15.4) 
Apparel fabrics mfr. 

Bigelow-Sanford, Inc. ($61.2) 
Rugs and carpets mfr. 


eo. 


The Black & Decker Mfg. Co. ($47.9) 
Electric tools and accessories mfr. 


The Borden Co. ($363.6) 

Dairy, food and chemical products 
mfr. 

Borg-Warner Corp. ($445.0) 
Automotive parts, appliances, air 
conditioning, specialty steels, steel 
products, ete., mfr, 


Buttes Gas & Oil Co. (n.a.) 


The J. C. Carter Co. (over $.3)* 
Cryogenic and airborne centrifugal 
pumps, valves, liquid oxygen and 
nitrogen, etc., mfr. 

Champion Paper & Fibre Co. ($184.4) 
Woodpulp, coated and uncoated 
papers and sanitary food boards mfr. 

Chilton Co. ($14.3) 

Business magazines publisher — 


City Products Corp. ($67.6) 
Ice, ice cream, dairy products and 
beer mfr, and distributor; railroad 
car icer, coal distributor, cold storage 
operator 


eS Si Food Products Corp. (over 


Canned foods mfr. 

Coro, Ine. ($14.4) 
Novelty jewelry, beads, and artificial 
pearls mfr. and importer 

Crane Co. ($170.3) 
Valves, plumbing fixtures, heating 
apparatus and aircraft accessory 
equipment mfr. 

Crawford Corp. ($4.5) 
Homes mfr.; residential properties 
acquirer, developer and seller 


D-K Mfg. Co. (over $.5)* 
pice drawn stainless steel products 
Tr. 


Dan River Mills, Inc. ($151.4) 
Textiles mfr. 


Dolphin Paint & Varnish Co. ($.7)4 
Paints, varnishes, enamels and water 
and gas resisting cements mfr. 


Doughboy Industries, Inc. ($7.3) 
Durum flour, livestock and poultry 
feeds and feed ingredients producer 


Dynex, Ine. (n.a.) 
Electromechanical instruments mfr. 


Ekco Products Co, (Canada) Ltd. 
(Sub. of Ekco Products Co.) ($63.4) 
Kitchen wares, etc., mfr. and dis- 
tributor 

Electro Networks, Inc. (over $.1)* 
Toroidal filters mfr. 


Acquired Unit 
Description and Assets in Million 


Smooth-Kool Dairy Co. (n.a.) 


Weldon Mills, Inc. (n.a.) 
Synthetic cloth weaver 


Carpets, Inc. (n.a.) 
Tufted rugs mfr. 


Crestliner, Inc. (n.a.) 
Outboard motor boats mfr. and 
tributor 


American Machine & Foundry Co, 
(DeWalt Div. of) (n.a.) 
Power tools mfr. 


Brandywine Mushroom Corp. (n.a.) 
Mushrooms grower and processor 


Aa Be Metalformers Corp. (less t 


Miial. modular-type enclosures | 
plier 
Richfield Oil Corp. 
(3 North Cal. gas wells of) (n.a.) 
W. M. Lanagan Co. (n.a.) 
Missile and airframe compone 
solenoid and check valves, and 
draulic units mfr. 
Crown Plastic Cup Co. (n.a.) 
(Sub. of Crown Machine & Tool ( 
Disposable plastic drinking cups 1 
Food Engineering (n.a.) 
(Published by McGraw-Hill Publ 
ing Co.) 
Magazine 
Bishop & Malco (Long Beach, Cali 
nia) (n.a.) 
Department store operator 


Naas Foods, Inc. 
(Vegamato div. of) (n.a.) 
Vegetable juice cocktail mfr, 
Diamond-ite International (n.a.) 
(90% interest in) 
Imitation diamonds mfr. 
General Air Conditioning Corp. 
(Fixed assets of) (n.a.) 
Heat pumps, reverse cycle air co: 
tioners and kitchen equipment mf 
Earnest Homes, Inc. (n.a.) 
(64.0% of the stock of) 
Residential properties developer 


Earnest Construction Co. (n.a.) 
(64.6% of the stock of) 
Residential properties developer 

Pontchartrain Park Homes, Inc. (7 
Residential properties developer 


Residential Developers, Inc. (n.a.) 
Residential properties developer 


Dunbar Kapple, Inc. (n.a.) 
(Sub. of General American Inc 
tries, Inc.) 
Missile and aircraft components 1 
Sayles Biltmore Bleacheries, Inc. 
(Asheville, N, C. finishing plant 
($2.8)8 
Textile finisher 
Frazer Paint Co. (over $.3)* 
(99.8% of the stock of) 
House paints, and industrial m 
tenance and commercial finishes 1 
Ames Reliable Products, Inc. (n.a.) 
(Controlling interest in) 
Formula farm feeds mfr, and 
tributor 
Matronics, Inc. (n.a.) 
Computer mfr, 
Optics Mfg. Corp. (n.a.) 
Photographic equipment mfr. 
Capital Plating Works Ltd. (Canad 
(Silicone resin glazing div of) (n.a 


Camden Electronics (n.a.) 


1See The Conference Board Business Record, November, 1957, and Jul: 
1960, for sources and methods used in this ‘compilation and an analysis ar 
summary of recorded 1959 mergers and acquisitions 


2 Includes F. G. Ludwig, Inc. 


3 Purchase price, Standard Corporation News, April 18, 1960 


4 Includes Frazer Paint Co. 


* Estimated minimum capital from Thomas’ Register of American Manufa 


turers, 1960 
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Announcements of Mergers and Acquisitions (Continued)! 


j 3 Acquirer 
Description and Assets in Millions 


ectronic Energy Conversion Corp. 
{n.a.) 


) Yterbrook Pen Co. (over $.5)* 


<-Cell-O Corp. ($105.4) 

Precision parts, machine tools and 

dairy equipment mfr. 

R, Inc. ($4.3) 

icrowave and electronic test and 
measuring equipment and pulse mod- 

culators mfr, 

wrington Mfg. Co. ($10.4) 

Display and jewelry boxes, and charge 

‘account identification systems and 

‘eards mfr. 

sderal Uranium Corp. ($2.6) 

Uranium miner 


mk Baking Corp. (n.a.) 


»| 90d Machinery and Chemical Corp. 
“} «(($293.2) 
-Agricultural and industrial chemicals 
sand equipment mfr. 


tito Co. ($20.4) 
. Snack foods mfr. 


aetjens, Berger- & Wirth, Inc. (over 
$.3)* 


‘Lithographic and printing inks mfr. 

eneral American Oil Co. of Texas 
($104.2) 

“Crude petroleum and natural gas 

producer 


jeneral Controls Co. ($31.6) 


_ Automatic controls mfr. 


feneral Foods Corp. ($466.2) 
Grocery products mfr. and processor 


A I 


eneral Lumber Corp. (n.a.) 


/-ranny Goose Foods Co. (n.a.) 

a | Potato chip mfr. 

jpytat Corp. of America ($16.0) 

a Gl Men’s hats mfr.; retail stores operator 


)..N. Hirsch & Co. ($8.2) 
‘| Junior department store chain oper- 
ator 


“\{obart Mfg. Co. ($48.3) 
Coffee mills, computing scales, meat 
saws, dishwashers; food mixers, cut- 
ters, and waste disposers mfr. 
ofmann Industries, Inc. ($4.3) 
” Tubular steel products, aluminum 
f and grey iron castings, brooms, 
- chlorophyll products, ete., mfr. 
{"Loover Ball & Bearing Co. ($18.7) 
Metal balls, ballbearings, automotive 
hardware and bathroom fixtures mfr. 
dutzler & Sabatino, Inc. 
‘ormed by merger of) 
dvertising agency 


se 8 


MC Magnetics Corp. ($79.4) 
Precision scientific products and elec- 
tronic components mfr. 

7 ndian Head Mills, Inc. ($27.0) 
)) Bed sheets, cotton cloth and dyed 
| yarns mfr. 


nternational Silver Co. of Canada Lid. 
(Sub. of International Silver Co.) 


($47.1) ; 
)) Sterling and plated silverware, flat- 
Ware and cutlery mfr. 
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_ , Acquired Unit 
Description and Assets in Millions 


Behlman Engineering Co. (over $.1)* 
(82% of the common stock of) 
Blocirente energy conversion units 

1s 


Cushman & Denison Mfg. Co. (over 
$.3)* 


Felt-tip pens, inks and other station- 
ery items mfr, 

Omer E. Robbins Co. 
(Sine plate business assets of) (n.a.) 
Sine plates mfr. 


45th St. Realty Corp (n.a.) 


J. Curry Mendes Corp. (over $.1)* 
Collating and forms preparation ma- 
chines mfr. 


Radorock Resources, Inc. ($4.1) 
(Increased ownership to 100% by 
purchase of 53% of the stock of) 
Uranium miner 

Abbott Baking Corp. (n.a.) 

Vitafreeze Equipment, Inc. (n.a.) 
Production, processing and packaging 
machinery for frozen novelty items 
mfr. 

Williams & Co. (Portland, Oregon) (n.a.) 
Potato chip mfr. 

Williams & Co., Inc. (Seattle, Wash.) 


n.a.) 
Potato chip distributor 
Camden Ink & Color Co. (n.a.) 


Mecom Petroleums 
(Producing properties of) (n.a.) 
(Jointly owned by San Jacinto Petro- 
leum Corp. and John W. Mecom, 
individual) 

Trimount Instrument Co. (over $.1)* 
Level controls, orifice plates, manom- 
eters, and hydraulic master slave 
units mfr. 

California Vegetable Concentrates, Inc. 
(Assets of) (n.a.) 

Dehydrated vegetables producer 

Empire Millwork Corp. 

(Millwork div. of) (n.a.) 

Dantoy Plastics Co. (n.a.) 
Rigid plastics mfr. 

The Byrndun Corp. ($1.8) 

(Controlled by Salesky Brothers, Inc.) 
Hat mfr. 


Salesky Brothers, Inc. (n.a.) 


Bakyr Department Store (n.a.) 
Department store chain operator 


The Troy Sunshade Co. (over $1.0)* 
Indoor and outdoor furniture, and 
cloth and metal products mfr. and 
distributor 


Iowa Tubular Steel Products, Inc. (over 
$1.0)* 


Universal, Inc. (n.a.) 


Hutzler & Associates (n.a.) 
Advertising agency 


Sabatino Advertising (n.a.) 
Advertising agency 

Arrow Valve Corp. (n.a.) 
(80% of the stock of) 
Supplier to missile mfrs. 

Bernhard Ulmann Co. 
(Certain operating assets of) (n.a.) 
Hand knitting yarns mfr. and im- 
porter 


Canadylet Closures Ltd. (Canada) (n.a.) 


a3 Acquirer 
Description and Assets in Millions 


Jack & Heintz, Inc. ($14.5) 
Aircraft starters, generators, invert- 
ers, actuating motors and electrical 
systems mfr, 

Ketchum & Co. ($10.0) 
Drug wholesaler 


Kimberly Mills (n.a.) 


G. Kreuger Brewing Co. ($6.0) 
(Controlled by Cervessa Corp. of 
IN) 

Beer, ale and porter brewer and dis- 
tributor 


ewe 


Lansing Development Corp. 

(Sub. of Detroit Gray Iron & Steel 
Foundries, Inc.) ($2.7) 

Grey iron and steel castings for auto, 
refrigeration and machinery indus- 
tries mfr. 

Lefcourt Realty Corp. ($41.6) 
Landowner and developer 

Lehigh, Inc. (over $1.0)* 

Malleable grey iron castings, auto 
matic vending machines, and refriger- 
ation products mfr. 

Litton Industries, Inc. ($83.3) 
Electronic components, equipment, 
systems, and office business machines 
mfr. 

Jonathan Logan, Inc. ($9.6) 

Dress mfr. 

Marmon-Herrington Co. ($14.5) 
Special military and civilian motor 
vehicles designer and assembler 

Marquette Corp. ($8.8) 

(Formed by merger of) 


Mayfair Markets ($7.8) 
(Controlled by Arden Farms Co.) 
Supermarket chain operator 


Milburn McCarthy Associates, Inc. 


n.G. " 
Public relations agency 


Minnesota Mining & Mfg. Co. ($378.9)? 
Abrasives, roofing granules, adhesive 
tapes, copying machines and papers, 
plastics, etc., mfr. 


Moon Equipment Co. (n.a.) 


John Morrell & Co. ($72.0) 
Meat packer 


Philip Morris, Inc. ($297.3) 4 
Cigarettes, cigars and smoking to- 
baccos mfr. 

Motor Wheel Corp. ($35.5) 

Wheels, hubs, home heaters, inciner- 
ators, air conditioners, power lawn 
mowers and snow throwers mfr, 

Murphy Corp. ($87.7) 

Crude oil and natural gas producer 


NAFI Corp. ($31.0) 
Automobile seat and back cushions 
and other interior trim items mfr. 


National Chemical & Mfg. Co. ($4.3) 
Paints and related products mfr, 


National Key Co. ($4.6) f 
Key blanks and key cutting machines 
mfr. 


_ , Acquired Unit 
Description and Assets in Millions 


Roto-Lock Couplings, Inc. 
(Assets of) (n.a.) 
Hose couplings for aircraft and missile 
systems mfr, 
Bonis Wholesale Drug Co. (n.a.) 
Drug wholesaler 
American & Efird Mills 
(Woodlawn, N. C. plant of) (n.a.) 
Airtex Products, Ine. (n.a.) 
Beverage industry products mfr. 


8. A. Woods Machine Co. (over $1.0)* 
Woodworking machinery, motor ar- 
bors, etc., mfr. 

Charlotte County Land & Title Co. (n.a.) 
Land developer, general contractor, 
homes builder 


A. Smith Bowman & Sons, Ine. (n.a.) 
Distillery operator 
Mercer Robinson Engineering Corp. 
(over $.5)* 
Flour and feed mill machinery, and 
rubber reclaiming equipment mfr. 
Integrated Data Processing, Inc. (n.a.) 
Converter of numerical information 
from punched paper tape into finished 
financial statements 

Youth Guild, Inc. (n.a.) 
Dress mfr. 

Flash Perforating Co. (n.a.) 
(80% of the voting stock of) 
Oil and gas wells servicer 

Miles, Ine, (n.a.) 
Generators and welding equipment 

r 

Marquette Mfg. Co. (over $1.0)* 
Battery chargers, welding equipment 
and supplies mfr, 


Grand Central Markets (n.a.) 


P. R. & R., Inc. (n.a.) 
Public relations agency 


Mutual Broadcasting System, Inc. (n.a.) 
Radio network 


Yale & Towne Mfg. Co. 
(Cincinnati branch of Yale Materials 
Handling Diy. of) (n.a.) 


Foxbilt, Inc. (n.a.) 
Feed mfr. 


Golden Sun Milling Co. (n.a.) 
Feed mfr. 


A.S.R. Products Corp. ($21.9) 
Razors, blades and precision metal 
items mfr. 

Foreman Mfg. Co. (over $1.0)* 
Trailer parts, boats, tractors, machin- 
ery shafts and boat trailers mfr. 


Amurex Oil Co. ($7.5) 
(Increased ownership to 81% by pur- 
chase of 35% of the stock of) 
Oil and natural gas properties pros- 
pector, acquirer and developer 


KX YZ (Houston, Texas) (n.a.) 
Radio station 


Great Lakes Paint & Varnish Co. (over 
$.5)* 


Fairfield Publishing Co. (over $.3)* 
Greeting card mfr. and distributor 


1See The Conference Board Business Record, November, 1957, and July, 1960 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


2 Includes foreign subsidiaries 


* Estimated minimum capital from Thomas’ Register of American Manu- 


facturers, 1960 


Announcements of Mergers and Acquisitions (Continued)! 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


New York & Honduras Rosario Mining 
Co. ($5.0) 
Silver, gold, lead and zine producer 


tects 2 


Nutrena Mills, Inc. (over $.3)* 
Poultry food mfr. 

Occidental Petroleum Corp. ($5.2) 
Crude oil and natural gas producer 


The Ohio Oil Co. ($462.5) 
Crude oil and natural gas producer 


Ottaway Newspapers-Radio, Inc. (n.a.) 


Pacific Cement & Aggregates, Inc. 
($30.9) 


Crushed rock, sand and gravel pro- 
ducer and distributor; cement and 
concrete mfr. 

Perfect Photo, Inc. ($2.3) 
Commercial photo processor and 
printer; photographic equipment and 
supplies wholesaler 

Pet Milk Co. (Canada) Ltd. 
(Sub. of Pet Milk Co.) ($63.7) 
Milk, ice cream and dairy products 
processor and distributor 

Pittsburgh Post Gazette (n.a.) 
Daily newspaper 


RKO General, Inc. 
(Sub. of General Tire & Rubber Co.) 


($326.7) ; 
Radio and television stations owner 
and operator 

Raytheon Co. ($206.2) — | , 
Electronic and communications equip- 
ment mfr. 

Reed Roller Bit Co. ($24.1) : 
Rotary drill and core bits, tool joints, 
special oil and water well tools, 
etc., mfr. 

Reeves Broadcasting & Development 


Corp. 
(Formed by merger of) 


Reliance Varnish Co. ($6.2) 
Paints, varnishes, lacquers, and other 
finishing materials for wood and metal 
products mfr. 


ST Cot eRe Industries, Inc. 
($5.4 
Water heaters, ranges, garbage dis- 
posal units and wall furnaces mfr. 
Rex-Spanall, Inc. 
(Sub. of Chain Belt Co.) ($59.0) 
Shoring consigner to distributors 


Rexall Drug & Chemical Co. ($135.9) 
Drug store merchandise mfr. and dis- 
tributor 

Roddis Plywood Corp. ($34.3) 
Pre-finished hardwood, Douglas fir 
plywood, doors, and lumber mfr. 


Saxon Paper Corp. ($3.6) 
Paper and paper products converter 
and wholesale distributor 


Seiberling Rubber Co. ($31.7) 

Rubber goods, tires and tubes and 
rigid polyvinyl] chloride sheets mfr, 
se ye Pasian & Development Corp. 

n.d. 


A. J. Siris Products Co. (over $.1)* 
Cosmetic cases and puffs mfr. 


South Penn Oil Co, ($58.5) 
Integrated oil producer 


Spencer Shoe Corp. ($5.3) 
Leased departments and shoe store 
chain operator 


Castile Mining Co. (n.a.) 
(50% interest in) 
Gypsum reserves holder 


Texas Gypsum Co. (n.a.) 
(50% interest in) 
Wallboard mfr. 
A. E. Staley Mfg. Co. 
(Formula feed business of) (n.a.) 
Parker Petroleum Co. ($3.0) 
(Controlling interest in) 
McClure Oil Co. 
(Producing interests in Aurora-Mc- 
Clure group oil lands, southern 
Michigan, of) (n. a.) 
Middletown Daily Record (n.a.) 
Morning daily newspaper 


Industrial Conerete Corp. 
(Property and physical assets of) (n.a.) 


Albern Color Research, Inc. 
(Assets of) (n.a.) 


Old Cherry Hill Cheese House (Canada) 


(n.a.) 
Cheese distributor 


Pittsburgh Sun Telegraph (n.a.) 
(Published by Hearst Publishing Co., 


Inc.) 
(Sub. of Hearst Consolidated Publi- 
cations, Inc.) ' 

Daily newspaper 


Channel 18 (Hartford) (n.a.) 
(Purchased from Capitol Broadcast- 
ing Co.) 


Garlynn Engineering Co. (n.a.) 


Hawthorne Co. 
(Small bit plant of) (n.a.) 


Reeves Sound Studios, Inc. (n.a.) 


Reeves Products, Inc. (n.a.) 
Southern Broadcasting Co. (n.a.) 


Coast Paint & Lacquer Co. (n.a.) _ 
Corrosion resistant industrial coatings 
mfr, 


Texlite, Inc. (over $1.0)* 
Outdoor signs mfr, 


Spanall of the Pacific, Ine. (n.a.) 
Marketing concern 


Darwin Laboratories, Inc, (n.a.) 
Willamette Sheathing Corp. (n.a.) 


Berman Paper Co. (n.a.) 
Paper distributor 


Gutta Percha & Rubber Ltd. (Canada) 
(Tread rubber div. of) (n.a.) 
(Sub. of Combined Enterprises Ltd.) 


Electronic Signal Co, 
(Assets of) (n.a.) 
(Sub. of Neptune Meter Co.) 
Highway toll equipment mfr. 

Utility Co. (less than $.1)* 
Hand cleaners for domestic and in- 
dustrial use mfr. 

The Holladay Co, (Richmond, Va.) (n.a.) 
Motor oils and lubricants distributor 


Moose River Shoe Co. (n.a.) 
Men’s, boys’ and women’s shoes mfr. 


Acquirer 
Description and Assets in Millions 


Statler Products Corp. (n.a.) 


Stokely-Van Camp, Ine. ($100.1) 
Food processor and distributor 


Studebaker-Packard Corp, ($162.3) 
Passenger cars and trucks mfr. 
Suburban Gas Service, Inc, ($12.3) 

LP gas distributor 


2 ee 


Tekoil Corp. ($11.4) 
Oil and gas producer and consultant 


Tele-Broadcasters, Inc. ($1.0) 
Radio broadcaster 


Tennessee Gas Co. 
($1,746.7) 

Natural gas transmission pipeline 

operator and petroleum producer and 


refiner 
Texas National Petroleum Co. ($16.6) 
Oil and gas properties explorer, 
acquirer, developer, and operator 
Textron Electronics, Inc. ($9.0)? 
Electronic products and machinery 
mfr. 
Tilmore Corp. ($11.0) 
Furniture store chain operator 
Unexcelled Chemical Corp. ($3.1) 
Pyrotechnics, paints, varnishes and 
allied products mfr. 


Transmission 


Union Bag-Camp Paper Corp. ($214.8) 
Paper bags, corrugated board and 
boxes, kraft paper and board, tall oil 
and chemicals mfr. 


United Industrial Corp. (Del.) ($26.0) 
Automotive and fabricating tools and 
dies, refrigerator cases and cabinets, 
etc., mfr. 


United Whelan Corp. ($16.1) 
Drug, tobacco and miscellaneous mer- 
chandise store chain operator 


Universal Match Corp. ($43.1) 
Match books, vending machines, coin 
handling equipment, automatic con- 
trols, shipping tags, etc., mfr. 

ba oee Avie iii 8 Corp. of America 

n.d. 

Concrete treatment process licensor, 
vacuum processing equipment mar- 
keter and lessor 


Vermont Marble Co. ($12.7) 
Marble and limestone quarries, mills 
and metal fabricating plant operator 
Victor Equipment Co. ($10.2) 
Welding equipment mfr. 


Waltham Precision Instrument Co. ($3.8) 
Electro-mechanical instruments, tim- 
ing devices, etc., mfr. 


Ward-Murfin Corp. (n.a.) 


Weldon Mills, Ine. (n.a.) 
Synthetic cloth weaver 


Weyerhaeuser Co. ($568.3) 
Timber grower; lumber, plywood, 
corrugated shipping containers, hard- 
board, ete., mfr. and distributor 


Wometco Enterprises, Inc. ($10.5) 
Television stations, motion picture 
theatres, and vending machines oper- 
ator 


World Publishing Co, ($7.8) 
Book publisher 


Acquired Unit 
Description and Assets in Million: 


Eastern Precision Resistor Corp. (n 
(Sub. of Trans-United Industr 
Inc.) 

Electronic systems and componel 
~ etc., mfr, 

Kuner-Empson Co. ($4.5) 
(Controlling interest in) 

Food processor 

Gravely Tractors, Inc. (over $1.0)* 
Outdoor power tools mfr. 

Calor Gas Co. (n.a.) ¢ 
Liquid petroleum wholesaler 

Lee Butane Co. (n.a.) . 

Liquid petroleum retailer 


Western Well Logging Co. (n.a.) 


Robert Dollar Co. 
Seep e's communications div. 
n.d. 
Radio equipment mfr. 

Fifteen Oil Co. 
(Assets of) (n.a.) 
Oil and gas properties developer a 
operator 


Petro-Minerals, Inc. ($2.1) 
Oil and gas wells driller 


Concor International Corp. (n.a.) 
Electronic test equipment exp 
sales handler 

Davidson Co. (n.a.) 

Furniture stores operator 

Oneida Paper Products, Inc=-(over $. 
(58.3% of the common stock of) 
Glassine, polyethylene, cellophe 
wrappers and bags mfr. and conver 

River Raisin Paper Co. ($13.0) 
Fibre board, shipping cases and 
lated products mfr. 


Industrial Asphalt of California, Ine 
(Van Nuys Ready-Mix and Saugs 
Rock Co. divs. of) (n.a.) 


Charles Stores Co. (n.a.) 
Ready-to-wear, variety and depa 
ment store chain operator 

Sleight & Hellmuth, Inc. (over $1.0) 
Printing and lithographic inks mfr, 


Vacuum Concrete Corp. ($.1) 
Vacuum compression units lessor a 
concrete treating and handling ec 
tractor 


Thermo-Fluid Corp. (n.a.) 
Gray Knox Marble Co, (over $1.0)* 


L & B Welding Equipment, Inc. (n. 
Machines for rebuilding tractor pai 
mfr, 

Boesch Mfg. Co. (over $.3)* 
Winding machines mfr. 


Russell Stover Candy Co. (n.a.) 
Candy mfr. 

M. Hausman & Sons, Inc. 
(Operating assets of) (n.a.) 


Corrugated Containers, Inc. (n.a.) 
Corrugated shipping containers mf 


Miami Seaquarium (n.a.) 
(Controlling interest in) 


Meridian Books, Inc. (n.a.) 
Paperbound books publisher 


1See The Conference Board Business Record, November, 1957, and July, 1960, 
for sources and methods used in this compilation and an analysis and summary 


of recorded 1959 mergers and acquisitions 


2 Includes Concor International Corp. 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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artbook : ; 1960 
‘ages* Series Unit 
August p July June 
i Industrial production 
. 1 phowall Tir, cstatetenetees 5: ore Mop DD Ob ocmboudr: Bactenaeres 1947-49 =100 S$ 165 166 166 
: Wiutables manitacturng scree ve cs dene eee 1947-49 =100 S$ 170 ie NE? 171 
INondurablesmanifacturing 1.0 csi ceen. 1947-49 =100 S a 162 163 pe NGS} 
Wholesale prices 
PSUINCOMMUOMINES en tastais se hee esate ene 1947-49 = 100 119.2 119.7 119.5 
4 BEA OCULCES gti sans:anainseuwistciduasvBuwi'n xan eraxsloreicrats 1947-49 = 100 86.5 88.9 89.0 
PE ROECSSCHI DOGS Bercutey teistclotstetelslote ofetuin) ayers) si iaysie ees 1947-49 = 100 107.9 108.8 107.6 
industrial commodities! (a0 2...» és eemas oda 1947-49 = 100 128.2 128.2 128.2 
Consumer prices 
AMD items 3 v0.cfe eres siatiegs hotenebog sist Felnrch sbeienn ter ePaverey erent 1947-49 = 100 126.6 126.6 126.5 
+5 SHOE V ACG leis eget opiate a re yams ol vps/nichd ha. )nsanduone eh essa 1947-49 = 100 150.3 150.0 149.7 
TEs So i oy) Oe nnn ae 6 oy eee 1947-49 = 100 120.1 120.6 120.3 
Commodities (excluding food)..............2000. 1947-49 = 100 115.5 115.4 115.3 
Prices received and paid by farmers 
; 6 LCOS HECELY CO m grajeisiatols fie ait + v= + «/s\<)paitie Cte cia etek 1910-14= 100 234 238 236 
} Prices paid? pa reiraMnayeNaW(ol si Us epavereticw on cxsus wedges aanaecs eters = koh erere 1910-14= 100 298 298 299 
Bara try eral Gone ieee ca een cncraca ee edt Yolcu osiekicie stent 1910-14= 100 79 80 - 79 
Employment and unemployment 
Total labor LOLCCR tees ornttte ores: siete siete ene eke Thousand persons 74,551 75,215 75,499 
7 Civilian Pa DOURLOMCe Me wetetens ter steyave acevo cisiarcrericneit avertons « Thousand persons 72,070 72,706 73,002 
Civilianvemployment,.. scence oes aanc< soe eee oe ee Thousand persons 68,282 68,689 68,579 
Nonfarm employment ..... sy fs «, ..>, clexscttless che aleierere Thousand persons 61,828 61,805 61,722 
Wnemploymenterate’s. «ic sah Wace eames Seam ete Thousand persons S 5.9 5.4 5.5 
Nonfarm employment 
Motalye Pox. aguosuoagdoteGoaaaedod ate leelryausisies’e'e Thousand persons S$ 53,076 753,158 753,140 
8 AV TITAGHITIM Co memtiets bs ate ous o-cicinare AIS averse ars Thousand persons S 16,278 716,421 716,498 
INGHIMANITACTUTING Y. fait > aaiielsle es cle ele eee tees ee Thousand persons S$ 36,798 736,737 736,642 
Factory production workers in durables........... Thousand persons S$ 6,904 r 7,022 y 7,051 
Factory production workers in nondurables........ Thousand persons S 5,298 TSO 16 195350 
Average work week 
9 Mota iia nalactUsrin F's cs. e%sere sys100c «1 0) + whallaynieieeynie.s) ies Hours 39.7 39.8 40.0 
4 Diraples maniwlacturinge.,...cnsecscannaeecccecsnes Hours 39.8 r 40.0 40.4 
INondurables manutacturing. 4.5 4..¢-. ce ccs ccc Hours 39.6 (2 SRB) 39.5 
: Average hourly earnings 
1 0 otalimanutacturing s...¢aiee ors oes « 5/5 atlas sain wicrs s Dollars PPT 2.29 2.29 
} WUFADIES: MAMUILACEUIFIMG cn Petes » «cies shee a0 0:0'8-0, 0.5% Dollars 2.43 2.44 2.45 
INoucduraples manwtactttine’s .|..s senso cs setts ce ce Dollars 2.08 ry 2.09 2.08 
Average weekly earnings 
1 Rhotaltmantiaetwnin es sf ele ave «ov ows ese © arse Siticteltatel dete Dollars 90.12 91.14 91.60 
1 Dura bles mManulactursie s 5 es oy. os, © «o.eleveveceieifirelsiexeie Dollars 96.71 r 97.60 98.98 
Nondurables manufacturing................2.000. Dollars 82.37 r 82.56 82.16 
Personal income 
EL Otal ee ee eta eee oie Oe che 6 cree oe 8s Syetaotetal Tepes ares Billion dollars S A 407.6 r 407.3 406.1 
f 12 MAD ORMINCOMES oh syert o.oo aan everciave ais Oceteepteemte lame Billion dollars S A 286.3 y 286.2 285.0 
MEME UMCOMLS sens, eaters <A Met, ane eho, 6.@ 0.0 Sue syaheustra syste, ots Billion dollars S A 130.7 r 130.4 130.4 
aitatister DAyINeMES a. ce cr scree: «cle ele tieae tte Billion dollars S A 29°1 T2856 28.5 
instalment credit 
IFPSCCTESIONG\ ye tehe «vee, oie iote ete sveuels. eves © nile oisnsRoleFatelenenelale Million dollars S$ N.@. 4,227 4,202 
14 BDA yet ae Nrcla ay ciate Aad. «v'ulala = fiem sfeisaten Alot Million dollars S n.d. 3,978 3,860 
Ghaneein, outstandings = 0 5. 25 ...+ .c. ckicel sls see Million dollars S n.d. 249 342 
INITOUAt OULSCANCING! less cle nis ont. ec -rtemelotes ole Million dollars n.d. 41,687 41,362 
i New construction 
: PUotaa lawancsey Setebete syarsnesa'siesinst ete as daucteunisretehaaststotemetaeye (afta Million dollars S A 54,520 754,969 755,293 
17 MEGCAL PEUVAEC TS foe << sca a aisthistas co's ol eighelic anatetalnterers volts Million dollars S A 38,361 738,615 739,207 
Private nonfarm residential...............-.....- Million dollars S A 21,303 721,753 722,362 
j Business sales and inventories 
; Ehotaltventores wc stecdis cists «idee rele cia arose es Million dollars S n.d. 93,300 93,400 
7 | 8 “TPra teat CO CS Lactose Ss, As CRS REO RE RCO Occ Nhs Cnt Oacneech can Million dollars S n.d. 61,000 761,800 
Pnventory-sales ratiO, cc... cus as s0 oo ee leae se cleiee sees * NG 1.53 1S 
j Retail trade: Durable goods stores 
lbdkivaay {a4 de Gee OG CLS C Or ACaoD fd Geek Million dollars S n.d. 11,940 711,820 
i 19 Sales eA Mewaieracarseat act Wcrenoyetsra) 8 ailatevelehsie diel ws syetete yp sioke Million dollars S n.d. 5,705 r 6,010 
Mifiventory-salesptatiOn. salle ects = sole euelececisubalee eats * n.d 2.09 1.97 
Retail trade: Nondurable goods stores 
| Thaker Gray yl he 9 «ars erate OPIS CAD COC QUITO OOO 0 . Million dollars S n.d. 13,460 713,480 
20 Sree RM INN San A bie Gio: ditass laravat shttsastamebency o Seanayee ia Million dollars S n.d. 12,460 712,494 
Ttiventory=caleseratlO ie... slush dinicisiars oneetnete techs ebsn * n.a 1.08 r 1.08 
Durables mfg.: Sales and inventories 
| iE Miovatac le wee 5.6 Haein y DROS Be Ode cae loro ome Million dollars S n.d. 32,020 32,180 
21 OASIS A SOE Oa SE Ie aoa Bee me Oe Em ote comes ae Million dollars S$ n.d. 14,810 714,880 
Inventony-calesitatl Of cists wielaid o's vie isis» Rls els eile iensle = n.a 2.16 2G 
Nondurables mfg.: Sales and inventories 
Inventories ewe ard ct a cpa stetere. axe s:yavee le. aye ort aiapsfensiouer > Million dollars S n.d. 22,850 722,870 
22 Sales ier tes teeters 3P Rey efit a epaaie fesimters Gtatotan velatlatals Million dollars S$ n.d. 15,750 715,890 
Imventoryssales Tatlows. ss «denise euisis os ae > se as bs n.a 1.45 1.44 
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#57 
159 
159 


11900 

87.1 
105.8 
128.4 


124.8 
146.3 
118.3 
115.3 


239 
297 
80 


73,204 
70,667 
67,241 
60,884 

5.4 


52,023 
16,037 
35,986 
6,717 
5,335 


88.70 
95.88 
80.20 


383.3 
268.9 
122.2 

26.7 


4,159b 
3,636b 
5236 
36,7576 


57,327 
41,361 
25,290 


89,9000 
61,7000 
1.465 


11,9005 
6,160b 
1.936 


13,190b 
12,136b 
1.095 


30,3496 
15,3845 
1.976 


21,8926 
15,4746 
1.410 
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1960 1959 
oe Series Unit ae 
August p July June Augus 
Merchandise exports and imports 
93 Bexportete ia git esther Re oes Sok i Million dollars n.a. 1,722 vr 1,738 1,46 
PITA POLES si i's: dnapehnnsSraresalete ctePare eles a avec o sud -cbatetelar eens id Million dollars n.a 1,155 1,313 1,24 
Export surplus. 610. <eteite ee oe ere cele rately atone Million dollars n.d 567 y 425 22 
Federal budget receipts and expenditures 5 
24 IDeferise expendituresil cas Wenn oc oe oes ale debe. Million dollars na 3,120 3,483 3,40 
For quarterly data see below 
Money supply and turnover 
Money supplyt0d2 eat. Sabie cave eos ix ete Se Diels Billion dollars 242.8 242.7 240.0 240. 
2 5 Demand deposits adjusted and currency!®......... Billion dollars S$ 138.7 138.5 138.2 140. 
Deposit turnover: New York City................ Tee: 65.5 58.9 61.3 56. 
Deposit turnover: 337 other centers.............. TSA 26.6 25:5 26.4 24, 
Bank loans, investments and reserves 
Loans: ,,. Ae tins x te Se bates s bese ace Gee es Million dollars 97,523 97,183 97,898 91,75 
26 Tnvestinents®. a sounicwte ace cei aleen Meare cmon Million dollars 61,064 61,130 58,695 64,78 
Col Fs loansthhredasiactateishroen, 6 sas staan Million dollars 37,821 38,073 38,789 35,47 
Net free resenves!® 0% ustctstee es oi oes ers cetera etait eho e Million dollars n.d. 119 41 —=55 
Diffusion index 
27 Diffusion index 7s. |. = 4 we.nsc< 4 virgin este eon gereets TT —1.08 — 0.83 0.83 0.2 
Diffusion index, cumulative...............0see0e- “ae 44.19 45.27 46.10 57.0 
tudustrial production... gor Neuro wimeiececus i aie 1947-49=100 S 165 166 166 15 
Eight sensitive business indicators 
Residential building contract awards.............. Thous. sq. ft. fl. sp. S n.d. 100,348 117,459 130,17 
Commercial, industrial building contract awards.... Thous. sq. ft. fl. sp. S n.d. 38,366 38,066 37,64 
New, Orders, GUPra Bless ccs scene. cusses ale cre 2 eusrete ann Alero Million dollars S$ n.d. 14,060 714,340 15,49 
28 Average work aveek.... 20st i= s+ sb apnea ieee Hours S 39.5 39.9 39.8 40. 
Raw: materials: prices. < sis “reis. shsie vse si us iiaseneis cane eek 1947-49 = 100 85.4 85.6 85.5 86. 
Stock. prices; industrial sirjercng 01s wrest Saver iebemmarer= 1941-43 =10 60.08 59.44 61.39 63.4 
New iIncorporations:: 5\- + acystem\s.« s: six st aislnercuin esses Number S 15,933 14,531 16,827 15;29 
Business failures.) 5 i/o. cituie eee es, cre heroes cia Number S$ 1,374 1,210 pach We 1,18 
1960 1959 
Chartbook . . 
Pages" meres Var II I IV a 
Quarter Quarter Quarter Quarte 
Gross national product 
y) Total 2a PR sina) sete esos ele Wee ek Covainee Billion dollars S A 505.0 501.3 486.4 487, 
Change in business inventories.................-.- Billion dollars S A - §.3 11.4 4,7 11. 
Hinal demand aye asta. det de ae ene ee eee Billion dollars S A 499.7 489.9 481.7 476. 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A 329.0 323.3 319.6 313. 
3 Gross private domestic investment............... Billion dollars S A 75.5 79.3 70.8 78. 
Net exports of goods and services................ Billion dollars S A 2.0 1.2 —0.4 —z 
Government purchases of goods and services....... Billion dollars S A 98.6 97.5 96.4 97. 
Disposition of personal income 
Personal nconies Jere is) seus al cies xe 30,5 win wieeyele toratonece Billion dollars S A 404.2 396.2 389.0 384. 
13 Disposable personal income.) ........ 02 see ee -eee Billion dollars S A r 354.1 347.0 342.4 338. 
Personal consumption expenditures............... Billion dollars S A 329.0 323.3 319.6 313. 
Personal savin? «scat s nike selec es Oe ne a Billion dollars S A ee 23.7 22.8 24. 
Corporate profits!® 
Net: before taxesy sis ius asin seale os ee eee eeieterae Billion dollars S A n.d. 48.8 44.8 46. 
1 5 Tax Viability iict.Ne clasts status oo 5 ale lls oe pia eeotee a teners Billion dollars S A n.d. 23.8 oA | 22. 
Net. profits 2.7 Mam oe ccke protec «eo. b le ie cere ree Billion dollars S A n.d. 25.0 22d 2a 
Dividend payments |... {225.0% .<n0a seu a eeeee Billion dollars S A 13.9 13.9 13.8 13. 
Retained ‘earnings. oy tessa ae en eset ere Billion dollars S A n.d. Added 8.9 10. 
Business expenditures for plant and equipment 
1 6 Rota ayes. « ofR5 Ma aleiarssetare Mais salts eevee eee okars Fe Billion dollars S A vr 36.304 35.15 33.60 325 
Manifactarine s «os ccstsc sagneye viverra + esteie e/a ersici eis Billion dollars S A ry 14.70a 14.10 12.85 11.8 
Nonmanifacturing’ er seer rite eae eer Billion dollars S A vy 21.60a 21.05 20.75 20.7 
Federal budget receipts and expenditures 
2 4 Reteipts: xis shes.c- nee ema ee ecuersis Girunieusinicievage.st2 Million dollars 22,698 20155 16,502 19,83 
Expenditures) Gis a &s\s.s-s +crusm ad cvelteteee ie cisterns tat ara Million dollars 18,975 18,793 20,310 203 
Surplus: or deficit’s$4it:-20u)s cei ee een aye en ees Million dollars 3,723 2,962 — 3,808 —1,3 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Co: oration; Standard & Poor’s Corpora- 
- Dun & Bradstreet; National Bureau of Economic Research; Taz CONFERENCE’ 

OARD, 


1 Excluding ape and food. ? Including interest, taxes, and farm wage rates. ? Prices 
received divided by prices paid. 4 Series redefined in 1958, and in 1957. 5 Unemploy- 
ment as per cent of labor force. * Includes nonproduction workers, 7 Excludes personal 
contributions to social security included in components. ® Includes wages and salaries 
and “other labor income.” * Extensions minus repayments. 1° End of period. 4 In- 
cludes grant-aid shipments. 1 Privately held; includes demand and time deposits 


adjusted to exclude U. S. Government and interbank deposits, ‘and currency oy 
banks. 13 All member banks; Tha caren nearest end of period. 4 Commercial, i 
trial and farm loans of wee orting member banks; Wednesday a 
period. 1° Gross national eel AS ess change in business inventories, 1 Al 

before inventory valuation adjustment. S—seasonally adjus yi 
a—For the III Quarter of 1960, revised anticipated outlays are: Total, 36.90; 
turing, 14.60; and Nonmanufacturing, 22.30. b—July, 1959 for monthly data; I 
ter 1959 for quarterly data. p—preliminary. r—revised. * End-of-month in 
divided by Malas during the month. { Debits divided by deposits. {+ Diffusion 
stated as the average duration in months of expansion or contraction. n.a. ona 
able. “ Chartbook of Current Business Trends (Eighth Edition), Tam Conr 
Boarp, 1960. Copies available to Board Associates on request 
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eaccompanying table provides the information required for updating the 
ent charts in the publication, "A Graphic Guide to Consumer Markets,” 4 
jared by The Conference Board and sponsored by "Life" magazine 


Consumer Market Statistics 


Jes in 
ides Series Unit 
; Feb. Mar. April 
Income 
Berscncin(S uA) er aera ct tai tars eee ® Billion dollars | 396.2 Il 
Disposciplen(S°Al's stra et eee te ok Billion dollars 1 347.0 ll 
Origins of personal income 
: Wages and salaries’? (§ A)............ 1947-49 = 100 209.4 210.0 211.8 
if Farm operations!:? (§ A)............... 1947-49 = 100 67.5 65.6 76.0 
Business and professions':? (§ A)......... 1947-49 = 100 163.66)°.163.1 164.5 
Dividends, interest and rent!»? (§ A)....... 1947-49 = 100 2230) Eee 2207 
Te Discretionary income (S A)'............... Billion dollars bozo 7: rH] 
q Employment and unemploymen#® 
| EGOIOYMENT clot wig. aise tos «sive ci o's er o<h< Thousand persons 64,520 64,267 66,159 
Unemploymente . c5.6 ec esisc css es Thousand persons 3,931 4,206 3,660 
Hours and earnings 
Average weekly hours worked........... Hours 39.8 39.7 39.3 
‘ 3 Average hourly earnings............... Dollars 2.29 2.29 2.28 
g Consumer credit 
i 5 Total credit outstanding4............... Million dollars 51,021 51,162 52,169 
i Instalment extensions (S)..............6. Million dollars A115 eRe) 14,437 
‘ Instalment repayments (S).............. Million dollars 3,707, oe Lil 3,904 
Consumer funds: inflow and outgo 
CURADMEOCEIONS ccc: cial cunlerase skobacge’e Se cscs Billion dollars 1 92.1 I 
y 9 Plus: Insurance, retirement credits......... Billion dollars | 95.0 il 
Plus: Net increase in liabilities........... Billion dollars ee ara | ll 
Expenditures for goods and services...... Billion dollars [76.3 ll 
31 Plus: Acquisition financial assets>......... Billion dollars | 81.4 ll 
Plus: Taxes, other deductions............ Billion dollars 1 95.3 Hl 


Personal consumption expenditures 


4 5 Total expenditures! (S A)............... Billion dollars | 323.3 Il 

; DUEGHIGS AN SWA) sha ais hte cle sk. dsc a Bh os 1947-49=100 | 195.6 ll 

; 7 Wondurablest2.(S A)eaii). . gcc siatatetes ws 1947-49=100 | 156.4 ll 

Sarvices<(StA)i.. odicht aise ao oe 8 Sede s 1947-49=100 | 229.2 ll 
Retail demand? 

39 Retail sales: All stores (S).............. Million dollars 18,100 18,234 18,911 

. Retail sales: Chain stores® (S)........... Million dollars 3,893 3,954 4,092 
Food sales? 

3 PS ISS SS et Ea oe Million dollars 4,412 4,511 4,439 
Resfaurdants:(S) to. o css eee ae ess Million dollars 1,297.4, 1,309 1,380 
A5 Alcohol sales: Liquor stores? (S).......... Million dollars 403 396 409 
4 7 Tobacco: Cigarette removals” (S A)........ Billion units | 462 I 

9 Personal care sales: Drug stores (S)........ Million dollars 627 612 623 


Apparel sales? 


1 Women’s apparel stores (S)............- Million dollars 436 429 455 
3 Men's apparel stores (S).............4. Million dollars 215 221 212 
5 Family, other apparel stores (S)......... Million dollars 264 277 277 
NOS SONGS. (S) a ayia emete aes sein eraish eee e Million dollars 204 210 224 


Department stores: Total sales (S)......... 1947-49 = 100 
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May 


404.2 
354.1 


213.3 

78.6 
165.9 
228.0 


124.9 


329.0 


196.9 
159.6 
233.3 


June 


18,480 r18,504 


4,005 


4,566 
1,342 


406 
457 


619 


435 


213 


270 
199 


r4,105 


r4,604 
r1,355 


r419 


r619 


1437 


215 


269 
r203 


July p 


r18,165 
A114 


4,488 
1,356 


412 


625 


449 


202 


n.a. 
203 


Aug. p 


18,154 


n.d. 


Consumer Market Statistics (Continued) 


Pages in 1960 
Guides Seri Unit ——_— 
ea ve i Feb. Mar. April May June July p Aug. | 
Furniture and appliance sales® 
59 Furniture stores (5) scccpaieteta ciclese inietetersi= Million dollars 581 544 595 584 r562 574 n.d 
61 Appliance stores (S)........2200.eeee0% Million dollars 336 324 331 334 £320 329 nd 
63 Hardware: Retail sales? (S).............. Million dollars 241 230 261 246 r244 257 nc 
Housing 
65 New nonfarm housing starts! (§ A)........ Thous. dwell. units 1,347 1,098 r1,309 11,324 11,281 1,154 1,2 
67 Single-family houses’. .............5.-5 Thous. dwell. units 69.6 73.0 1100.7 1100.6 99.6 n.d. nc 
Multi-family structures'................. Thous. dwell. units 19.2 19.3 122.9 128.4 25.6 na. nc 
Automobiles and related products 
69 Automotive dealers: Retail sales? (S)...... Million dollars 3,181 3,250 3,350 3157). 63,142 2 817, n.c 
New passenger-car registrations......... Thousand units 494.2 596.7 647.3 647.15 5 593.9) 540.3) nc 
Gasoline station sales? (S).............. Million dollars 1,423 1,453 1,496 1,45 rl,462. 01-491 n.c 
71 Auto accessory store sales? (S).......... Million dollars 217 208 232 218 r211 209 n.c 
Service expenditures 
Housing 2(S'A) assent te sine le cteieebee 1947-49=100 | 239.4 ll 242.9 : I ne 
73 Household operation':? (S A)............ 1947-49=100 | 239.2 241.8 Wl ne 
Transportation|#2\(S\ A)iaes « acs cae eee 1947-49=100 | 174.6 i) 178.0 lil = ne 
Advertising expenditures 
77 Combined medial(S) arcuess .. ae eee 1947-49 = 100 239 241 238 245 243 na. n.c 
Magazines!(S) ews. oh... petieicetae erie 1947-49 = 100 189 198 191 195 193 sn... n.c 
79 Newspapers (5)? ..30ce a sole stan eee es 1947-49 = 100 207 216 209 225 220 n.a. n.c 
80 Network radioi(S).2<sc< ack Sees inten 1947-49 = 100 26 24 19 23 274, nsd: ne 
81 Network television (S)............+0000 1947-49 = 100 495 468 473 472 492 n.a. n.c 
Spot television! <%. 0/43 cisgsus ajo cies eieicasce Thousand dollars | n.a. ll 160,648 We ne 
Consumer price index ; 
AN items a255.5 6 an nicigrete ers Mite es releroey 1947-49 = 100 125:6m e276) 120.20 126.35 126.5. 06 1\26:6 12 
85 Durables Sot.cn was orca eee ene cieiels 1947-49 = 100 LS s3eemlecom Ula. gH IS eS gre eet Pesye ee mf 11 
Nondurables)) occa r/o exerci eocereiona aries 1947-49 = 100 118.0 118.3 119.4 119.4 119.8 120.0 11 
Servicesdiimitw.ts Groton oe esto center 1947-49 = 100 148.9 149.2 149.4 149.6 149.7 150.1 15 
87 Food isi cert Sinton shasslerecayore.«iancanenesbenstured nee: 1947-49 = 100 LIT Aenea | 1TOS 119.7. 120.3 120.6 12 
Apparel sie crater) avols abate onatoret tere oheraraiek. 1947-49 = 100 108.4 108.8 108.9 108.9 108.9. 109.1 10 
Housefurnishings/a.1: casters. sete erecieiere 1947-49 = 100 104.3 104.7 104.7 104.3 104.3 104.1 10 
89 Appliances i: mo. io Mens sistance 1947-49 = 100 na. 83.0 n.a. n.a. 82.4 n.a. ne 
Automotive group cia semis Ssc0 sce ae 1947-49 = 100 136.0 134.9 134.4 133.9 134.1 134.2 13 
91 Personal caré:.’... sm ctieeme ct aac 1947-49 = 100 1S 2.60 eelto2.ce sa Loe, 1332 133.2 133.4 13 
Household services io oracca,o cue sicus set si fustese 1947-49 = 100 137.80) Wie6.3 9 “lode 138.8) 9138:97 139.1 13 
95 Retail inventories: All stores4 (S).......... Million dollars 24,810 25,120 24,960 25,200 25,300 25,400 n 
Production and distribution 
Processed foods: Output (S)............ 1957 = 100 107 108 108 109 r110 109 n. 
97 Food wholesalers: Sales................ Million dollars 1,740 1,937 ~ 1,797 1,828 r1,941 1,788 n. 
Food stores: Inventories4 (S)............ Million dollars 2,980 3,050 3,070 3,060 3,040 3,040 nee 
Apparel: Output (S)P a. cease tears 1957 =100 116 118 120 122 121 121 n. 
99 Apparel wholesalers: Sales............. Million dollars 193 223 209 185 r176 169 n 
Apparel stores: Inventories4 (S).......... Million dollars 2,720 a2 790" 22-710 217-300 2,7 AO 2750 n. 
Furniture and rugs: Output (S)........... 1957 =100 118 114 121 123 122 119 n.i 
101 Homefurnishings wholesalers: Sales....... Million dollars 209 228 213 215.4 1226 195 na 
Furniture, appliance stores: Inventory4 (S).. Million dollars 2,020 7) 2,010 nz,0380 2,020 2,050 ~ 2,100 n. 
Appliances: Output (S)...........-.0+- 1957=100 121 114 116 120 r113 121 ne 
103 Television and radios: Output (S)........ 1957=100 105 107 114 118 109 97 
Appliance wholesalers: Sales............ Million dollars 341 361 331 326 1362 337 ni 
Autos: Outputi(S)i..nee one or eee oh 1957=100 125 113 116 122 123 108 i 
105 Automotive wholesalers: Sales........... Million dollars ~ 505 540 580 532 ro73 516 n 
Automotive retailers: Inventories4 (S)...... Million dollars 4,870 4,950 4,970 5,100 £5,140 5,210 n 
1—New or extensively revised series. Comparable figures for previous periods will be made available shortly. 2—Based on seasonally adjusted data at annua 
3—Beginning January 1960, figures for Alaska and Hawaii are included. 4—End of period. 5—lIncludes life insurance premiums. 6—Eleven or more stores. 7—Ta 
S—Seasonally adjusted. A—Annual rates. n.a.—Not available. p—preliminary, r—revised. e—estimate. |-1V—Denotes quarterly figures. 


4 A Graphic Guide To Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated charts in the 
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© Factors in Manpower Planning—Because of the low birth 
rate of the depression years, many analysts estimate 
| that workers in certain age groups will be in relatively 
short supply by the beginning of 1970. Alert to the 
possibility of serious shortages, management has been 
devoting much attention to perfecting its manpower 
. planning techniques. 

THE CONFERENCE Boarp recently asked ten com- 
panies in several industries how they went about man- 
power planning. This article discusses the company 
reactions. Included is an examination of the complexi- 
_ ties of forecasting, the planning base, the influence of 
technological changes, and the role of company policy. 


> Correcting Out-of-Line Rates of Pay—When a company 
; discovers that some of its employees are being paid 
wages that are higher than their jobs warrant, it usually 
has several alternative courses of action. The company 
can do nothing; it can immediately adjust all rates to 
“standard”; or it can adopt one or a combination of 
» gradual methods of solving the problem. For a variety 
of reasons, the first two approaches are usually dis- 
carded. This article reviews six of the more popular 
gradual methods of eliminating outsize salaries. 


Employees on the Move—In response to a great many 
inquiries from its Associates about the current status of 
company-paid moving expenses, THE CONFERENCE 
Boarp made an analysis of the policy and procedure 
statements of thirty-seven firms that have changed 
their practices in this area since 1956. This article 
summarizes the findings with respect to individual 
transfers, group transfers, and moves of newly hired 
employees. 


OOO ee 


New “Weekly” Chartbook 


As a guide to the short-term trend of business conditions, many Asso- 
ciates have found the Board’s Chartbook of Weekly Business Indicators 
invaluable. The tenth edition of the chartbook is now available to them 
upon request, without charge. Printed in a new format, the book contains 
a full-page three-color chart for each of the twenty-one indicators reported 
regularly in the Board’s Weekly Desk Sheet. Historical data for the twenty- 
one series on a weekly basis from 1946 through 1959 are included in a 
Supplementary Data Booklet, which accompanies the chartbook. 

The chartbook is in loose-leaf form punched to fit any three-ring 
binder. Additional copies of the new edition are available to Associates at 
$2.50, with the Board’s usual discount for bulk orders. Binders printed 
especially for the chartbook and matching the standard binder sets dis- 
tributed by the Board in the past can be obtained for $2 each. 


Eight Live Subjects 


Practically Presented 


for Keen Executives 


1> 


2> 


3> 


A> 


5> 


6> 


7> 
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CURRENT ECONOMIC TRENDS (USING NATIONAL ACCOUNTS) 


Martin R. Gainsbrugh, chief economist, National Industrial — 


Conference Board 


PRODUCTIVITY: MEASUREMENT AND MEANING 


John W. Kendrick, professor of economics, George Washington 
University 


FORECASTING THE BUSINESS CYCLE . 


Louis J. Paradiso, assistant director—chief statistician, Office of 
Business Economics, U. S. Department of Commerce 


CAPITAL BUDGETING AND CAPITAL MARKETS 


Joel Dean, professor of business, Graduate School of Business, 
Columbia University; president, Joel Dean Associates 


PRICING: POLICY AND PRACTICE 


Jules Backman, professor of economics, New York University 
Rare M. Rowe, partner, Kirkland, Ellis, Hodson, Chaffetz, 
& Masters 


STATISTICS FOR BUSINESS DECISIONS (A NONTECHNICAL APPROACH) 


Robert O. Schlaifer, professor of business administration, Harvard 
Business School 

Howard Raiffa, director, Institute of Basic Mathematics for 
Application to Business, The Ford Foundation 

John F. Burlingame, consultant, Operations Research and 
Synthesis Practices, General Electric Company 


ECONOMICS OF DIVERSIFICATION 


Carl B. Hess, vice-president and director, American Securities _ 


Corporation 
Edward F. Howrey, member, Howrey, Simon, Baker & Murchison 


SELLING TO TOMORROW’S CONSUMER 


Philip M. Hauser, chairman, Department of Sociology, University 
of Chicago 

Arno H. Johnson, vice-president and senior economist, J. Walter 
Thompson Company 


Courses run concurrently in morning and afternoon sessions. Informal discussions at breakfast 
and luncheon. Price of each three-day course is $300. To register, or for further in- 
formation, write to Alan Canter, administrative assistant, Economics for Executives, The Con- 
ference Board, 460 Park Avenue, New York 22, N. Y. 


Fourth Series: December 5, 6, 7, 1960 
Economies for Executives 


